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Executive summary 

 

We are honoured to present our May 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 analyse 

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. 

Lockdown SI # 102 /20 

SI 102 ease the national lockdown rules and provides the new regulations to be applied during this period by 

the defined essential services.  

RBZ unveil new notes SI # 103 A/20  

The government has gazetted SI 103A of 2020 to pave way for the issuance of new banknotes in the 

denominations of the ZWL$10 and ZWL$20 by the RBZ. We however wonder who needs the actual cash in 

Zimbabwe dollar other than for speculative purposes or as informal trader.   

Government increases NSSA rates SI # 108/20 

Contrary to what the business is expecting in this season of Covid 19 crisis, the government has increased 

NSSA figures almost 10 folds. The figures could have been eroded by SI33 of 2019 and inflation but the timing 

of the increase is not right.   

Maize flour exempt from duty SI # 118 & 120/20 

The government has suspended custom duty on wheat flour and maize meal for a period of six months starting 

22nd of May 2020. Groats will however attract duty at 25%.  

High Court rules to restore the United States Dollar value  

This could turn out to be a major twist of events and reversal of novelty situation where currency of strong 

value is converted to weaker currency through Presidential Powers. If the decision is not reversed by the senior 

court, this may come as good news to those who had USD accounts prior to the enactment of the Directive and 

did not deposit or withdraw any money into their accounts.  

Whether Covid -19 induced costs are income tax deductible 

Employers are required to ensure that all their employees are tested for the COVID 19 virus before resuming 

operations. Statutory Instrument 99 of 2020 stated these are costs to be borne by the employer. Therefore, over 

and above monthly salaries and expenses to be incurred by businesses, employers still need to foot these costs 

if they wish to open during the partial lockdown.   

In whose hands is IMTT disallowed prior to 1 January 2020 

The law placed the intermediary as the payer, it is self-corrected by making provision for the recovery of the 

tax from the transacting parties. To forge ahead the erroneous interpretation based on the contra fiscum rule 

is a risky route which may well be challenged.  

VAT on property used to produce exempt income prior to sale 

Trade is not linked to the person but to the activity and any activity to the extent it does not produce taxable 

supply is not a trade despite being carried together with taxable activities by a registered operator. To this 

end a sale of fixed property used to produce a supply of residential accommodation which is exempt from 

VAT is sale not in the context of trade notwithstanding seller is registered operator 

Whether payment for the use right of use of equipment is relieved under ZIM/SA tax treaty 

When a provision in the Income Tax Act conflicts with a Zimbabwe tax treaty, which takes precedence over 

the other?   

 

 

 

 

 

 

 

Introduction 



 

Matrix Tax School would like to urge you all to take caution in this period of the Covid-19 outbreak and 

remember to follow all the hygiene guidelines recommended by authorities!!!   

 

 

 Marvellous Tapera 

 Chief Executive Officer- +263 772349740 



 

 

 

Lockdown SI # 102 /20 
 

The Minister of Health and Child Welfare enacted SI 102 of 

2020 which amends SI 83 of 2020 by extending the national 

lockdown dates while inter alia, expanding the meaning of 

essential services. SI 102 ease the national lockdown rules and 

provides the new regulations to be applied during this period by 

the defined essential services. It also provides that all employers 

resuming work under Level 2 of the lockdown are required to 

get themselves and their employees tested for COVID 19 within 14 working days of resuming work. 

Employers are to retain documentation to prove that they and their employees have been tested of the virus. 

The 14 day period within which to get tested is counted from the 7th of March 2020 going forth and an 

exception is given to employers or operators who can prove that they started their operations after the 

promulgation date. It further provides for re-screening and re-testing of persons who have already undergone 

the testing and screening stage for intervals not less than 30 working days. Employers of essential service 

providers are empowered to arrange with enforcement officers to have their employees tested at any agreed 

place. It is mandatory for employers to ensure that their employees have their temperatures checked and hands 

sanitised at every workplace entrance. As with SI 94, enforcement officers are also empowered to enter any 

premises where essential work is being carried out and request documentation supporting that the persons 

present have been tested of COVID 19 and that they are complying with the social distancing rules.  

 

SI 102 brings with it costs to employers because the standards set therein are not optional but mandatory. The 

focus should be on tax implications  

 

RBZ unveil new notes SI # 103 A/20  
 

 

The government has gazetted SI 103A of 2020 to pave way for 

the issuance of new banknotes in the denominations of the 

ZWL$10 and ZWL$20 by the RBZ. The SI details the specific 

features on the new ZWL$10 and ZWL$20 notes. The ten dollar 

banknote has a red basic colour and has on its front side a logo 

of the RBZ which consists three balancing rocks. The note also 

has a visually impaired recognition feature to the left, and a 

latent image showing the denomination. On the ten dollar note is also found an optical variable ink with colour 

shift from magenta to green, a security thread with the inscription “RBZ”, a watermark with highlighted 

inscription “RBZ10” and a see-through of the Zimbabwe Bird looking to the left. On the back side there is an 

impression of the RBZ Building and four buffaloes. The twenty dollar banknote is blue in colour with again 

a logo of the three balancing rocks and a visually impaired recognition feature to the left. Also found on the 

note is a latent image showing the denomination, an optical variable ink with colour shift from green to azure, 

a security thread with the inscription “RBZ”, a watermark with highlighted inscription “RBZ20” and a see-

through Zimbabwean Bird looking to the left . On the back side of the twenty dollar note is an impression of 

an elephant and the Victoria Falls.   

 

The bank notes introduced are to increase physical money supply and help manage prevailing cash shortages 

in our market. Furthermore the preference for cash in the informal sector is causing a challenge for the Zimra 

in tracing some incomes for tax purposes. The introduction of the higher denomination bank notes will make 

it easier for people to transact business in large amounts of cash, which is likely to only make tax enforcement 

Legislation 

The Law and Interpretation (click link 

for details) 

  

 

Decision Impact 

Decision Impact 

The Law and Interpretation (click link 

for details) 

  

 



 

more difficult. On the other hand, this has resulted in the informal market exchange rate hiking consequently 

increasing the cost living and even doing business given the informal nature of our employment sector. We 

however wonder who needs the actual cash in Zimbabwe dollar other than for speculative purposes or as 

informal trader aforesaid.   

 

Government increases NSSA rates SI # 108/20 
 

The Government has through SI 108 of 2020 reviewed NSSA 

contribution rates and maximum pensionable salary with 

effect from 1 January 2020 as shown in the below table. 

NSSA has however stated that it would not back date the 

increase to 1 January 2020 but instead will effect the increase 

from 1 June 2020.  Meanwhile, the government has also 

reviewed the pension benefits from 1 October 2020.  

 New Rates Old Rates 

Employer 4.5% 3.5% 

Employee 4.5% 3.5% 

Total  9% 7% 

Pensionable salary  ZWL5,000 ZWL700 

 

NSSA has however effected the increase from 1 June 2020. 

 

The increase is however contrary to what the business is expecting in light of Covid-19 crisis. The figures 

could have been eroded by SI33 of 2019 and inflation and are to be maintained in order to ensure pensioners 

gain value in their earnings, the timing of the increase is not right. During this time business is expecting 

short and long term incentives that will present a chance for it to bounce back and ultimately contribute to 

the tax revenue of the economy. These measures may include eliminating or reducing tax rates for a 

reasonable period until businesses can recover from the effects of COVID-19 

 

Maize meal and wheat flour duty suspended SI # 119 & 121/20 
 

The Minister of Finance and Economic Development has 

through SI119 of 2020 suspended custom duty on wheat flour 

and maize meal for the period 22nd of May to 21st November 

2020 in the specified tariff codes and quantities as detailed 

below. Meanwhile, SI 121 of 2020 amended the existing tariff 

codes of maize corn by splitting into meal and groats as a 

precursor to the suspension of duty only on maize meal whilst 

groats will attract duty at 25%. For details of the SIs click the links. 

 

Heading No. Commodity code Description of goods 

11.01 1101.00.10 Wheat flour in bulk, in packing of 50k or more 

1101.00.20 

 

Pre-packed Wheat flour in immediate packings for 

resale less than 50k 

11.03 1103.13.20 Maize meal  

 

 

 

 

2019/20 has been a poor season and suspension of duty is necessary to ensure food security at afford prices. 

Decision Impact 

The Law and Interpretation (click link 

for details) 

 

  

 

The Law and Interpretation (click link 

for details) 

  

 



 

 

 

 

 

This however will have impact on viability of local millers as these will to face competition from imports and 

simultaneously means we exporting jobs as a country.  The ideal situation would to suspend duty on raw 

material not finished products such as maize meal.    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Decision Impact 



 

 

 

 

High Court rules to restore the United States Dollar value  
 

Case name  Penelope Douglas Stone and Richard Harold Stuart Beattie (The Stone/Beattie Studio) -

vs CABS and RBZ and the Minister of Finance and Economic Development HH 287-20 

HC 3727/18. 

Summary 

Facts  
 Stone/ Beattie Studio is owned by Penelope Douglas Stone and Richard Beattie  

 It held an account CABS which had a credit US$142 000 as at 28 November 2018. 

 During October 2018 RBZ issued the Exchange Control directive No R120/2018 which 

had the effect of changing the Stone’s US dollar account to an RTGS FCA. 

 After the directive was issued, Stone attempted to retrieve the amount by requesting a 

withdrawal or its transfer to a Nostro account. 

 CABS rejected Stone’s request arguing that it was against the Directive since the 

amount was now denominated in RTGS FCA.  

 Stone challenged the constitutional validity of the Directive on various grounds 

including illegibility, irrationality, and gross unreasonableness. 

Jurisdiction    High Court of Zimbabwe 

Issues  for  

determinatio

n  

 The nature and implications of the relationship between Stone and CABS 

 Whether the Exchange Control Directive Tl20/2018 was unconstitutional 

 Whether s44 (3) and (4) of the RBZ Act Chapter 22:l5 are unconstitutional 

 Whether or not Stone’s letter instructed the CABS to preserve Stone’s account 

Date of 

decision  
 7 May 2019 and 14 May 2020 

Decision    The Exchange Control Directive No. Rl20/2018 be declared invalid and set aside. 

 CABS pays Stone the sum of US$142 000.00 in the currency of the United States of 

America or transfer that amount into a Nostro Foreign Currency account. 

 

The Facts 

 

Penelope and Richard are partners in a firm of architects trading under the name The Stone/Beattie studio. The 

partnership had a United States Dollar savings account with the CABS which it opened in 2011 following the 

introduction of the multicurrency system which became operational in February 2009. Central to the case is 

the deposit by partnership into this account which in October 2016 stood at US$142,000.   In summary of 

events, on 4 May 2016 RBZ issued a press statement outlining measures to deal with cash shortages whilst 

simultaneously stabilising and stimulating the economy. The RBZ announced that it had established a US$200 

million foreign exchange and export incentive facility to provide cushion on the high demand for foreign 

exchange and to provide an incentive facility of 5% on all foreign exchange receipts, including tobacco and 

gold sale proceeds. On 4 October 2018 RBZ issued the Exchange Control Directive RTl20l 20l8 which 

separated the RTGS Foreign Currency Account from a Nostro Foreign Currency Account based on the source 

of funds. This result in Stone’s account being converted into an RTGS Foreign Currency Account and the 

balance in the account becoming RTGS. In a bid to salvage its United States dollars, Stone wrote to the bank 

requesting to withdraw the full amount or alternatively to have it transferred into a Nostro Foreign Currency 

Account. CABS indicated that it could only pay Stone’s money in the Bond note currency. Stone sought to 

have the High Court declare that the Exchange Control Directive is unconstitutional on the basis that it is 

unlawful and grossly irrational. Stone also sought to have in the alternative, s448(3) and (4) of the Reserve 

Bank Act unconstitutional on the basis that it contravenes the provisions of s71 and s56 of the Constitution of 

Zimbabwe Amendment (No.20) Act 2013 which, respectively, protect property rights and equality before the 

law and right to equal protection and benefit of the law. CABS contended that at law it is under obligation to 

comply with the terms and conditions of its registration as a banking institution and follow the Directive. 

Therefore it could not pay out the amount requested by Stone other than in the RTGS or Bond currencies. 

RBZ’s case was that it exercised its powers in terms of the law by issuing the Directive referred to above. It 

Court Cases and Appeals 



 

also stated that the Bond note (and coin) is not a currency and further, that Bond notes are legal tender in 

Zimbabwe. The Minister of Finance and Economic Development’s case is that the dispute in this case is a 

contractual one between Stone and CABS and that he was improperly joined in this matter. He therefore 

objected to his joinder. According to the Minister the dispute revolves upon an interpretation of the contractual 

terms arising out of the agreement between Stone and CABS.  

  

 Relevant Legislation  

 (,sl4(1); s15(2); s17(1)(a); s|7(2);s17(3); s18(1); s. 1892); s19(1); s22(|);s2a(1)(a) and s 64 of the 

Reserve Bank of Zimbabwe Act).i 

   

 Relevant Cases  

 (Zimbabwe Teachers Association & Ors v Minister of Education 1990 (2) ZLF*48(HC) at 52F- 53E). 

 Standard Bank of South Africa v Oneanate Investments (Pty) Ltd 1995 (4) SA 510(C) 

 (Carephone (Pty) Ltd u Marcus NO and Others 1999 (3) SA 304 (LAC)). 

 Ex Parte President of the Republic of South Africa: In re Pharmaceutical Manufacturers Association 

of South Africa 2000 (2) SA 674(CC), 2000 (3) BCLR 241(CC). 

 

Issue  Court reasoning and decision  

 

The nature 

of the 

relationship 

between 

Stone and 

CABS and 

its  

implications  

 That Stone and CABS have a banker customer relationship. 

 That the relationship is founded on contract, therefore the general principles of the 

law of contract apply to it.  

 That the relationship has its unique features which would distinguish it from other 

special contractual relationships.  

 That the essential distinction is between obligations which come into existence upon 

the creation of the banker-customer relationship and obligations which are 

subsequently assumed by specific agreement; or, from the standpoint of the 

customer, between services which a bank is obliged to provide if asked, and services 

which many bankers habitually do, but are not bound to, provide. 

 That where money is deposited into a current account it ceases to belong to the 

account holder and the banker becomes the owner of the money. 

 That the bank is free to use it as it pleases as long as it pays the equivalent thereof on 

demand (Zimra & Anor v Murowa Dimonds (Pvt) Ltd 2009 (2) ZLR 213(S)). 

 That the relationship between a bank and a customer can be complex as within that 

relationship there may be other contractual dimensions such as in situations where 

the bank offers custodial services to its customers in which case the relationship 

becomes one of depositum and in a case where the account becomes overdrawn in 

which case the bank becomes the creditor and the customer becomes the debtor. 

 That the debtor-creditor relationship of a banker and its customer has been 

characterized as a contract. 

 That the relationship is in a class of its own and its unique facets demand careful 

approach when considering the obligations of the parties to it.  

 That relationship, unlike others is also the subject of regulation by different statutory 

bodies and constitutional entities such as CABS. 

 That the obligation of CABS is to repay the equivalent sum of money and not the 

exact notes or coins deposited into the bank.  

 That whichever way the money was credited into the account of Stone is irrelevant 

for the purposes of determining the obligations of CABS to Stone because the value 

of the money is reflected in the credit balance.  

 That CABS cannot claim, as it seems to do, that the money it owed to Stone was not 

in United States dollars.  

 That the debt is in United States dollars, because the account is denominated in that 

currency 



 

 That CABS owes to Stone US$142 000.00 and not some other currency.  

 That banking would be meaningless if a person deposited a certain sum of money or 

has money credited into their account only to be told when they demand withdrawal 

that they can only be paid in some other means of exchange whose value is 

determined by authorities without recourse to the holder of the account. In such a 

case the debtor will not be repaying the debt.  

 That a debtor cannot unilaterally change the value of its indebtedness. 

 That CABS was however correct in submitting that it cannot defy the directive of RBZ 

Whether the 

Exchange 

Control 

Directive 

was  

unconstituti

onal 

 

 That in issuing the impugned Exchange Control Directive No. RT12012018 RBZ 

was exercising its powers as conferred by the Constitution and the Reserve Bank of 

Zimbabwe Act [Chapter 22: I5l.  

 That as long as the Exchange Control Directive of Zimbabwe has not been set aside 

CABS could not comply with Stone’s demand without incurring the penalties and 

other consequences threatened by RBZ.  

 That the court cannot order CABS to make the payment in the face of the  Directive 

and hence the need for an inquiry into its constitutionality 

 That the review sought is not under the common law but in terms of the constitutional 

law of Zimbabwe and these grounds must be understood in that context. 

 That constitutional review differs from common law review. 

 That all law, including the common law, derives its authority from the Constitution 

and is subject to constitutional control.  

 That there is remarkable merit in this interpretation of the relationship between the 

constitution and the common law scope of judicial review which commends itself.  

 That in considering the legality, rationality and reasonableness of the impugned 

Directive the court had to measure it against the constitutional provisions. 

 That the retrospective application of the Directive arbitrarily converts an existing 

USD account balance into something else by imposing an RTGS value on the USD  

value of the credit balance in Stone’s account.  

 That equality of value is not something that can be arbitrarily or capriciously imposed 

in the manner that the Governor sought to do in relation to Stone’s account balance.  

 That the value of money is its acceptability and can only be fairly 

determined by the market.  

 That if CABS intended to introduce an RTGS account with a 

value equal to or different from the USD account held by Stone then that decision 

ought to have affected future transactions rather than existing balances. 

 That it is offensive to any sense of justice that a person who holds money in a bank 

can wake up on any day to be told that his money means something else different 

from what it has always been. 

 That Stone would have been entitled to withdraw US dollars from its account prior 

to this directive being issued.  

 That the directive effectively disables any withdrawal of US dollars from that 

account other than bond notes 

 That reality cannot be altered by renaming the account as an RTGS FCA. 

 That this drastic deprivation of existing rights is not what is contemplated by s 317 

of the Constitution of Zimbabwe as constituting regulation of the monetary system, 

protecting the currency of Zimbabwe and formulating and implementing monetary 

policy. 

 That for it to pass the test of rationality conduct must not only be legally but also 

morally justified; it must be shown to be just, reasonable or correct or defensible not 

just by reference to the procedure invoked but also by reference to its merit and 

outcome, (Carephone (Pty) Ltd u Marcus NO and Others 1999 (3) SA 304 (LAC)).  

 That the democratic founding values of accountability, responsiveness, justice and 

transparency would be violated by a decision which, without recourse to any affected 



 

individual, business person or investor, changes the currency of money in a bank.  

 That if the decision of CABS was to be allowed to stand the effect of it is that Stone’s 

money is now ZWL 142 000 which is probably less than 4% of its value at the 

prevailing official rates which this court cannot ignore. 

 That a decision which reduces people’s value cannot be defended in a democratic 

society founded upon the values enshrined in the Constitution of Zimbabwe. 

 That the Directive is illegal, irrational and unreasonable and it offends the constitutional 

values of good governance and accordingly unconstitutional. 

Whether 

s448 (3) & 

(4) of the  

RBZ Act are 

unconstitutio

nal 

 That based on the conclusion of the constitutionality of Exchange Control Directive 

RT120/2018, it was unnecessary for the court to determine the constitutionality of s 

448 (3) and (4) of the Reserve Bank Act.  

That thus the matter stands to be disposed of on the basis of the conclusion that the 

impugned directive is unconstitutional and consequently invalid. 

Court’s 

decision 
 Stone succeeded in obtaining the relief which it sought are.  

 The Exchange Control Directive No. Rl20/2018 issued on 4 October 2018 be and is 

hereby declared to be invalid, and is accordingly set aside. 

 CABS is to pay to Stone its money in the currency of the United States of America or 

transfer that amount into a Nostro Foreign Currency. 

 

Decision Impact  

 Minister of Finance has already indicated his intention to appeal against the decision and most likely 

CABS will request for stay of execution pending the outcome of the appeal 

 Thus Stone and persons in similar situation cannot do anything until the outcome of the senior court 

decision 

 In the unlikely event that Stone succeed this could open some flood gates and even raise question about 

the legality of instruments whose foundations are based on the directive e.g SI 32 and 33 of 2019   

 Zambezi Gas Zimbabwe (Pvt) Ltd v N.R Barber (Pvt) Ltd & Sheriff for Zimbabwe SC 3/20 and the current 

case are distinguished but there could be collateral damage. Zambezi was on interpretation of SI33.   

 However our view is that after accounts were separated into Nostro FCA and RTGS FCA if one continued 

to transact using their RTGS FCA they cannot at this point go back and claim the USD amount as this will 

be difficult to administer 

 If CABS intended to introduce an RTGS account with a value equal to or different from the USD account 

held by Stone then that decision ought to have affected future transactions rather than existing balances. 

 In the event SI33 is set side, this has the effect of destabilising both the fiscal and monetary policies and 

could imply reinstatement of 2019 financial statements, revision of mortgage balances by banks etc  

 The Zimra could also enforce tax payments in United States Dollars for 2020 and on assessments raised 

by it in respect of prior periods.  

 Although there are merits in Stone case, its highly likely it  will be overturned and the basis of 

enforceability of the decision,  the court could also raise the issue  

 

 

 

 

 



 

 

 

 

Whether Covid -19 induced costs are income tax deductible 

 

 

 

 

 

Employers are required to ensure that all their employees are tested for the COVID 19 virus before resuming 

operations. Statutory Instrument 99 of 2020 stated these are costs to be borne by the employer. The question 

is whether Covid-19 induced costs are tax deductible.   

 

 

 

 
Section 15 (2) (a) of the Income Tax Act provides for the deduction of “… expenditure and losses to the extent to which 

they are incurred for the purposes of trade or in the production of the income except —(i)  to the extent to which they 

are expenditure or losses of a capital nature;  (ii)  expenditure that constitutes prepayment for goods, services or 

benefits that will be used up in any subsequent year of assessment (in which event the expenditure will be allowed 

proportionately over the years of assessment in which the goods, services or benefits are used up”. 

 

 

 

 

 In COT v Rendle 1965 (1) SA 59 (SRAD), 26 SATC 326 it was held that an expense is incurred in the 

production of income if it is necessary for the performance of the business operation or if it is attached 

to the performance of the business operation by chance or closely connected to the performance of the 

business operation or if it is a bona fide expense incurred for the more efficient performance of business 

operations.  

 The carrying out of COVID 19 tests is mandatory for every entity opening up during the lockdown thus 

making it necessary for the performance of business operations.  

 It was also held in the case Port Elizabeth Tramway Company Limited v CIR 1936 CPD 241, 8 SATC 

13that expenditure is incurred in the production of income if the act to which the expenditure is attached 

is performed for purposes of trade, and the expenditure is closely linked to the production of income.  

 Employers are incurring costs of procuring sanitizers and masks for their employees, which all add up to 

a huge cost base which is mandatory for the businesses to operate.  

 A purposive interpretation of the law would support the deductibility of COVID 19 induced costs except 

those of a capital nature or that have been prepaid for future periods.  

 Apart from new licensing costs which are disallowed because they entitle acquisition of right, Covid -19 

costs are closely linked to the production of income and necessary for the performance of a business.  

 They are meant to protect the lives of employees from the Covid 19 virus whilst undertaking their duties.  

 

 

 

 

The Covid 19 pandemic has resulted in a lot of misfortunes for most entities. The arising of the costs 

associated to the Covid 19 pandemic are a burden for most companies. It is therefore necessary that 

businesses treasure the tax incentives and advantages available by deducting the allowable expenditures and 

fully utilizing such incentives. Accordingly, such costs can be safely deemed as expenditure incurred in the 

production of income hence can be deducted for income tax purposes. The practical considerations when 

dealing such costs include: 

Technical Analysis                                          

Background  

Technical Analysis 

Conclusion 

The law   



 

• Consumables and disposal costs: such as sanitizers, hand washing liquids, disinfectants, masks etc should 

be allowable to the extent is incurred in the current year of assessment  

• Testing and screening equipment/infrastructure are capitalised and claimed in line with capital allowance 

policy. 

• Group and individual health insurance plans “approved testing (diagnostic products and administration 

of tests) for COVID-19  etc should be deductible when incurred  

• Transpiration fleet hiring for COVID-19 testing-related services are tax deductible when incurred 

• Costs of isolation or rest rooms are incidental costs of carrying on trade and are tax deductible. 

• Directs costs to cover COVID-19 testing-related services and visits are costs necessary for performance 

of business and should be fully deductible  

• Donations of  medical supplies and equipment to hospitals and medical centres: deduction is only 

allowable when made to State hospitals subject to a maximum of ZWL$1 million 

• Transpiration fleet hiring for taking employees: home are tax deductible costs provided.  

• However cost of hiring a Passenger Motor Vehicle is deductible up to ZWL$100,000 in line with s 

16(1)(k) of the ITA 

• Cost of transport  provided to an employee on a more regularly basis to be processed through payroll 

• Internet signal boosters or other items necessary to facilitate working from home are deductible  

• Taxpayers should put in place policies and procedures for employees working from home and other 

novelty arrangements brought about by C-19 as back up for tax claims because they are burdened to 

prove the claims in terms of s 63 of the Income Tax Act. 

• Necessary documentation will include invoices and receipts for payments made, timesheets etc  

In whose hands is IMTT disallowed prior to 1 January 2020 

 

 

 

 

The Minister has through Finance Act no 3 of 2019 made correction to the 30th Schedule regarding the bearer 

of IMTT and made it clear that this is tax of transacting persons not the financial transactions. Finance Act 

No 3 of 2019 has effective date of 1 January 2020. This has triggered debate regarding its disallowance in 

the hands of transacting persons for the period prior to the amendment. IMTT is disallowed in terms of s16 

(1) (d1) effective 20 February 2019.  

 

 

 

 

Provisions Current law  Old law  

30th Sch 

Para 2(2) 

“…the financial institution shall 

withhold and remit to the 

Commissioner an intermediated 

money transfer tax on each such 

transaction” 

 “…the financial institution concerned shall pay to the 

Commissioner an intermediated money transfer tax on 

each such transaction”. 

30th Sch 

Para 5  

Repealed   “Notwithstanding any other law, a financial 

institution that has paid intermediated money 

transfer tax 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, either by debiting 

the person’s account operated with it or in any other 

manner in all respects as if the amount of the tax 

were a fee, or charge levied by the financial 
institution in the ordinary course of its business”. 

Background  

The law   



 

 

 

 

 Para 2 prior to 1 January 2020 appears to suggest IMTT was the financial institution’s responsibility. 

 Para 5 then gave it the option to recover the tax as fees or bank charge from any of the transacting persons 

 This meant that IMTT was a tax for financial institutions and not the transacting public yet the mischief 

of the law was to allow the same institutions the ability to recover the tax from the transacting persons.  

 Whilst there appears to be a gap in the law, that gap is arguably self-cured by the reading of the legislation 

as a whole and not a narrow focus on para 2 of the 30th Schedule 

 Reading legislation as a whole, IMTT appears to be the tax for the transacting persons.  

 This is so as the law as it stood put a mechanism in place for those financial institutions to recover the 

tax that would be paid to ZIMRA as if they were charging a bank charge to the transacting persons. 

 The use of the word “as if” does not make the IMTT change its character from being IMTT into a bank 

charge, but simply describes how the financial institution is to recover the tax remitted. 

 Section 16 (d1) prohibiting deduction of IMTT would still apply to the transacting person as it is a tax 

that is recovered from him by the intermediary and is not a bank charge.  

 It becomes an absurdity if the interpretation adopted is such that IMTT is treated as a deduction in the 

books of the transacting person as a bank charge 

 This defeats the intention of the legislature which is to disallow deduction of IMTT on the persons 

transacting as they are the persons that ultimately incur the tax when it is recovered from them.  

 The intermediary’s responsibility is to remit, which has been clarified in Finance Act 3 of 2019.  

 Where an ambiguity arises during the interpretation of the law ,courts often apply the contra fiscum rule 

 According to the rule, the ambiguous provision must be interpreted in a manner that favors (imposes the 

minimum burden on) the taxpayer (see Badenhorst v CIR 1955 (2) SA 207 (N) 215).  

 Therefore, it may well be argued that the contra fiscum rule may be applied in favor of the transacting 

persons and therefore implying that IMTT for the period before 1 January 2020 will be deductible as a 

bank charge if it is demonstrated that there are two competing interpretations.  

 However, the rule is not applicable in instances where a glaring absurdity results which the law maker 

could not have contemplated if a particular interpretation is construed in competition with another 

interpretation after considering whether the words used in the provision admit an ambiguity.  

 Reference is made to the case of CSARS v Daiking Air Conditioning SA (Pty) Ltd where the court held 

inter alia that: “The words employed in the statute must be the primary enquiry to consider whether they admit of 

any doubt or ambiguity. If not, effect must be given thereto, unless a glaring absurdity results which the lawmaker 

could not have contemplated. . . . .  As is correctly pointed out in Lawsa, this approach, laid down in a number of 

judgments of our courts relating to the interpretation of a legislative enactment, is based upon the literalist-cum-

intentionalist view (Lawsa (2 ed) vol 25, Part 2 ibid at 331, footnote 38)”. [para 33]”. 

 This case postulates a two pronged test in order to apply the rule. The first test is on whether the words 

in the Act admit an ambiguity or doubt.  

 If the answer is non-affirmative, the second question becomes whether effect given to the provisions 

result in an absurdity which the legislature did not contemplate.  

 Juxtaposing this test to our facts, it cannot be said the words admit an ambiguity because the words are 

clear that the tax is for the intermediary but subject to recovery from the persons that transacted.  

 The banks are given the discretion to recover the tax from the transacting persons which discretion the 

banks would obviously apply thereby making the tax payable by the transacting persons ultimately.  

 To construe that the tax is for the intermediary would result in a glaring absurdity given the fact that the 

legislature went on to provide for its non-deductibility in terms of s16(d1) and provided for a myriad of 

exemptions which exemptions are being applied by those entities.  

 There would be no need for the entities to apply an exemption in their books if the tax was not theirs.  

 The fact that the law gave the financial institution the option to recover from both or each of the 

transacting persons meant tax could be arbitrarily determined on the transacting persons which creates 

uncertainty, but does not change the tax was disallowed to the person suffering the tax.   

Technical Analysis 



 

 

 

 

 

In a summation, the law placed the intermediary as the payer, it is self-corrected by making provision for the 

recovery of the tax from the transacting parties. This recovery mechanism makes the ultimate burden of the 

tax to rest on the transacting person which is the equal of the current provision as it stands (to withhold and 

remit). Therefore to forge ahead the erroneous interpretation based on the contra fiscum rule is a risky route 

which may well be challenged. However, this is in the fine lines of the law and is not an absolute position.  

VAT on property used to produce exempt income prior to sale 

 

 

 

 

Our recent correspondence revealed that the Zimbabwe Revenue Authority is treating fixed property used to 

produce exempt income prior to its sale as long as the sale is made by a registered operator as a VATABLE 

supply. 

 

 

 

 
 

Section Description  

Section 6(1)(a) of the 

VAT Act 

Vat is levied or collected on “the supply by any registered operator of goods or services 

supplied by him on or after the 1st January, 2004, in the course or furtherance of any trade 

carried on by him…..” 

 

Section 11 (c ) (i) Exemption from VAT shall apply on “  

(i) under an agreement for the letting and hiring of the accommodation….” 

 

 

 

 

 

 In S (Pvt) Ltd v ZIMRA, the court set out that the fourth element of s6 (1) (a) of the VAT Act was of 

paramount importance in determining whether disposals were made in the furtherance of trade.  

 Section 6 (1) (a) provides that: “Subject to this Act, there shall be charged, levied and collected, for the 

benefit of the Consolidated Revenue Fund a tax at such rate as may be fixed by the Charging Act on the 

value of—(a) the supply by any registered operator of goods or services supplied by him on or after the 

fixed date in the course or furtherance of any trade carried on by him (own emphasis).  

 Thus the elements are (a) there must be a supply, (b) of goods (c) or services (d) in the furtherance or 

course of trade (e) by a person (f) for a consideration etc.  
 It was also held in EJ (PVT) LTD vs. ZIMRA HH 528-19 FA 07/15 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. 

 S (Pvt) Ltd supra stated that these elements are conjunctive rather than disjunctive i.e. all the elements 

must apply to the conduct of a registered operator.  

 For the matter at hand, the issue is on whether the disposal is made in the course of a furtherance of trade.  

 The definition of trade thus pivotal in the construction of the correct interpretation of the law. 

 Its definition in terms of s2 of the VAT Act excludes in proviso V, “any activity …to the extent to which 

it involves the making of exempt supplies…”  

 Thus trade is not linked to the person but to the activity and any activity to the extent it does not produce 

taxable supply is not a trade despite being carried together with taxable activities by a registered operator 

Conclusion 

Background  

Technical Analysis 

The law   



 

 The fact that a fixed property was used to produce a supply of residential accommodation which is 

exempt from VAT in terms of s11 (c) constitutes the decisive element  

 When a taxpayer is not involved in an activity that does not constituting a trade he/she is not carrying on 

or furthering a trade to the extent of that activity.  

 The imposition of the word the extent was expectation by the legislator that there may be cases where an 

operator might be supplying both taxable and non-taxable supplies and thus to the extent an exempt activity 

is envisaged this is not trade 

 

 

The practical considerations when dealing with fixed properties include: 

 The fact that the seller is VAT registered does not automatically mean that VAT is payable. 

 Registered operator should sale property that forms part of its taxable supplies.  

 Sale of private residence is not subject to VAT but rather transfer duty. 

 If a property developer is VAT registered and sells property that it has developed or land, VAT is 

applicable even if he/she sales property that will be used for residential purposes  

 If a taxpayer owns residential properties as investments, the sale of these properties will not be subject 

to VAT as residential accommodation is an exempt supply. 

 A sale by a registered operator of houses used as employees houses prior to sale is VAT exempt 

 A sale which is not subject to VAT is subject to transfer duty.  

 

 

Whether payment for the use right of use of equipment is relieved under ZIM/SA tax treaty    
 

 

 

 

When a provision in the Income Tax Act conflicts with a Zimbabwe tax treaty, which takes precedence over 

the other?  One such example is the inconsistency in definitions of royalty between Income Tax Act and the 

ZIM/SA tax treaty. The latter has not included payments for the use or right of use of commercial, industrial 

or scientific equipment. 

 

 

 

 
The law  Definition  

Domestic tax laws – 

Para 1 of 19th Sch of  

the ITA  

The term royalties is defined in paragraph 1(1) of the 19th Schedule of the same Act as 

“any amount from a source within Zimbabwe payable as a consideration for the use of, or 

the right to use, any literary, dramatic, musical, artistic, scientific or other work whatsoever 

(including cinematograph films or recordings) in which any copyright exists, any patented 

article, trade mark, design or model, plan, secret formula or process, or for the use of, or 

the right to use, industrial, commercial or scientific equipment, or for information 

concerning industrial, commercial or scientific experience…”. 

 

Article 12 of SA DTA  The term “royalties" as used in this Article means payments of any kind received as a 

consideration for the use of', or the right to use, any copyright, any patent, trade mark, 

design or model, plan, secret formula or process, or to information concerning industrial., 

commercial or scientific experience”.  

 

 

 

In resolving the underlying inconsistencies or conflicts most counties will the sovereignty, the purpose test, 

the specific tax treaty or OCED/UN approach as fully explained below:   

Conclusion 

Background  

Technical Analysis 

The law   



 

 

The sovereignty power of the State  

 The question of inconsistencies or conflicts between domestic laws and tax treaties is often addressed 

through the Constitution of the country in most States   

 The validity of a bilateral treaty is an inherent part of the sovereign power of the state. 

 Section 34 of the Constitution domestic international conventions, treaties and agreements 

 Section 100 provides except in accordance with a resolution passed by a majority of the total membership 

of the Cabinet, the powers to enter into any international convention, treaty or agreement or to ratify a 

tax treaty shall only vest in the President.  

 When interpreting legislation, every court and tribunal must adopt any reasonable interpretation of the 

legislation that is consistent with any international convention, treaty or agreement which is binding on 

Zimbabwe, in preference to an alternative interpretation inconsistent with that convention, treaty or 

agreement (s 327 (2) of the Constitution ) 

 This therefore means that the tax treaty are acceptable once they are domesticated   

 Once a DTA been entered into the laws in force in either country will continue to govern the 

assessment and taxation of the income, except where contrary provisions have been made in the 

agreement. 
The purpose of a tax treaty  

 The object and purpose of a tax treaty is not to unify or harmonise the laws of the two States concerned; 

instead to provide relief from tax in the State which would or might otherwise charge it. 

 They are exclusively relieving in nature  i.e. they can only act as a shield and not to be used as sword 

 Section 91 of the Income Tax Act which provides “that the President may enter into agreements with 

the government of any other country or territory with a view to the prevention, mitigation or 

discontinuance of the levying, under the said Act and the laws of such other country or territory………” 

 The focus is on minimizing tax liability and a tax treaty is not considered “money” or “charging” Bill. 

 It should be seen in the context of facilitating trade relations between the partners through ease 

division of tax revenues between the jurisdictions of contracting States 

 The end result is that tax treaty prevail over any inconsistent provision of the ITA but only to reduce, not 

to increase the tax burden on the taxpayer. 

 

Specific tax treaty approach  

 Most tax treaties contain an article on definition of terms which also specifies how a term not defined in 

the tax treaty should be interpreted by the contracting States.  

 E.g Article 3(2) of ZIM/SA DTA Article 3 (2) provides as follows: “ As regards the application of the 

provisions of the Agreement at any time by a Contracting State, any term not otherwise defined herein shall, unless 

the context otherwise requires, have the meaning that it has at that time under the laws of that State for the purposes 

of the taxes to which the Agreement applies, any meaning under the applicable tax laws of that State prevailing 

over a meaning given to the term under other laws of that State”. 

 Thus the domestic meaning of the term prevails except when the context requires different interpretation  

OECD Approach  

 OCED report on treaty disapproves of overrides discourage treaty overrides even if its purpose is to 

prevent improper use of tax treaty it encourages use of Mutual Agreement Procedures   

 It provides in Article 3(2) as follows: “As regards the application of the Convention at any time by a 

Contracting State, any term not defined therein shall, unless the context otherwise requires or the 

competent authorities agree to a different meaning pursuant to the provisions of Article 25, have the 

meaning that it has at that time under the law of that State for the purposes of the taxes to which the 

Convention applies, any meaning under the applicable tax laws of that State prevailing over a meaning 

given to the term under other laws of that State”. 

 

 

 

 

The practical issues when dealing with conflict or inconsistencies between national laws and tax treaty: 

Conclusion 



 

• Taxpayers should not be quick to jump to the interpretation or meaning contained in the treaty before 

searching for the meaning or interpretation under the domestic tax law  

• A resident who makes a payment for the right of use of commercial, industrial or scientific equipment 

to a South African resident should treaty such payment as a royalty  

• It then qualifies for a reduced withholding tax rate of royalty of 10% as provided in ZIM/SA DTA 

notwithstanding the term royalty in the treaty does not cover payments for the use or right of 

commercial, industrial or scientific equipment.    

• Meanwhile, residents do not have to withhold tax on payments which do not constitute royalties for 

domestic law, even if they are royalties under a treaty.  

• Surprising the revised South African DTA is the only country with a definition that does cover lease of 

equipment, whereas other DTAs and old South Africa have covered this.   

 



 

  

 

 Topic New  

Extension of TIP for 

foreign registered 

vehicles

 
 

The Zimbabwe Revenue Authority has advised that the extension of Temporary 

Importation Permit (TIP) for tourists who temporarily entered Zimbabwe 

driving foreign registered motor vehicles and whose travel has been disrupted 

by the current lockdown culminating from the Global Covid-19 pandemic. The 

extension can be sought from the nearest port of entry. Source 

https://zimra.co.zw/news/22-taxmans-corner/2084-extension-of-temporary-

import-permit-for-visitors-vehicles 

Finance Minister 

appealing High 

Court decision in 

Stone Case

 

The Minister of Finance has issued a press statement on court judgement on the 

on Exchange Control Directive R120/18 pertaining to the operation of RTGS –

FCA accounts and FCA-Nostro accounts. The court ruled the directive to be 

unconstitutional for refer above for details. The Minister has indicated the 

intention by the Government and RBZ to appeal citing that the court  did not 

impugn the provisions of the Finance Act (no 2) Act, 2019 and the amendments 

made to the Reserve Bank of Zimbabwe Act (Chapter 22:15) which were based 

on the Exchange Control Directive in question. 

At least three hours’ 

notice to clear goods 

sent by individuals 

from South Africa 

 
 

 

The Zimra gave public notice in regards to the clearance of goods/groceries sent 

by individuals from SA. The public notice requires that transporters of goods 

being sent into Zimbabwe file with the Zimra a Cargo Manifest not later than 

three hours before arrival of the vehicle at the port of entry. The Cargo Manifest 

is a document which must include details of the transporter, individuals 

receiving the goods, description and quantities of the goods and must be signed 

by the driver in charge of the vehicle. The manifest should also be accompanied 

by a detailed schedule showing the full names, ID/passport numbers and 

addresses of each person whose goods are being transported and a full 

description, quantities and correct values of the goods. This document is sent to 

the Zimra through the following email: BeitbridgePrivateImports@zimra.co.zw 

It is advisable that every transporter should appoint a Clearing Agent who will 

be responsible for receiving duty assessments and for the payment of the duties 

prior to arrival of the goods. Pre-clearance is a mandatory in terms of the law 

and avoids delays associated with clearance process when goods are already at 

the border. 

*NB: No Travelers Rebate/Allowance is applicable as these goods are 

unaccompanied by the importers and therefore full duties are due and payable. 

 

 

 

 

 

 

 

 

Announcements 

mailto:BeitbridgePrivateImports@zimra.co.zw
https://www.google.com/url?sa=i&url=https://www.techzim.co.zw/2019/01/heres-how-to-get-your-tax-clearance-online-in-zimbabwe/&psig=AOvVaw3FiWp3399XxIhjwmC3cGuE&ust=1590939046995000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCNi894T02-kCFQAAAAAdAAAAABAD
https://www.google.com/url?sa=i&url=https://www.zimplaza.co.zw/listing/ministry-of-finance-and-economic-development&psig=AOvVaw1iYlY0FV883i8VSN5v4_6a&ust=1590939396199000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCIjWqqT12-kCFQAAAAAdAAAAABAK
https://www.google.com/url?sa=i&url=https://www.techzim.co.zw/2019/01/heres-how-to-get-your-tax-clearance-online-in-zimbabwe/&psig=AOvVaw3FiWp3399XxIhjwmC3cGuE&ust=1590939046995000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCNi894T02-kCFQAAAAAdAAAAABAD
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Matrix Tax School 2020 Taxation books and what’s new this year?  

 

Added to our list is the new case book which is a technical analysis of the court cases since 2015 which our 

valued clients you will need to learn from in order enhance your tax planning and compliance by avoiding 

the same mistake!  

 

 

Our Products                                                                      
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With Tax Policy & Procedure Manual you can do it yourself  
 

Sick and tired of health checks every time and time then, which half the time you do not use- why not migrate 

to Tax Policies and Procedures Manual (TPPM). The TPPM guides you day by day to ensure you avoid the 

costly mistakes.  With TPPM isn’t a matter of closing the barn before the horse bolted!!! 
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Subscribe today to our MTU for latest news on tax and related matters  
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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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