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Executive summary 
 

We are honoured to present our July 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. 

Dual pricing of domestic transactions: SI 185 provides dual pricing and quoting in local currency and 

foreign currency.  

VAT exemption on domestic accommodation a relief not to be: Finance Minister has exempted from VAT 

the supply of accommodation to domestic tourists for a period of 12 months from 1 August 2020 to 31 July 

2021 and is no good news at all to the sector. 

Mid Term Fiscal Budget Highlights (Finance Bill, 2020): The Mid Term Fiscal Budget provides among 

other things review of employment tax rates, charging of IMTT on foreign currency transactions, VAT 

exemption of domestic tourism, declaration of receipts and invoices on electronic fiscal devices etc.  

Configuration of fiscal devices and invoicing in currency of tender: Minister has proposed to compel VAT 

registered operators to configure Fiscal Devices to capture transactions in the currency of trade and tender. 

Transfer Pricing Returns (ITF12C2) to be filed for the first in Zimbabwe: MNEs and companies with 

associate transactions will be required for the first time in Zimbabwe to file Transfer Pricing returns come 

the 31st of August 2020. 

Heavy mineral royalties for mining houses: It is proposed to compute and pay mineral royalty using 

for instance the London Metal Exchange (LME) i.e. the reference price for pure metal, without taking into 

account the costs associated with arriving at the pure metal 

IMTT on foreign currency implications on economic players: In response to use of free funds on 

domestic transactions, the Finance Minister has proposed to extend IMTT to Nostro Accounts. 

ZIMRA serving with voluntary disclosure letters: The Commissioner General has written individually 

letters to taxpayers suspected of trading in foreign currency to make a voluntary disclosure and pay the 

omitted taxes in foreign currency. 

 

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 

Introduction 
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Dual pricing of domestic transactions  
 

The President has in terms of the Exchange Control Act (Chapter 22:05) 

issued SI 185/2020 which introduces the dual pricing and the displaying, 

quoting and offering of prices for goods and services. The SI comes on 

the heel SI 85 of 2020 which has sanctioned use of free funds in 

domestic transactions. SI 185 reads in part as follows, “Any person who 

provides goods or services in Zimbabwe shall display, quote or offer the 

price for such goods or services in both Zimbabwe dollars and foreign 

currency at the ruling exchange rate”. Failure to comply with the law will attract a category 1 civil penalty 

if the contravention is completed and not irremediable. If the contravention is a continuing one, a category 

4 civil penalty will be given.  

 

 Whilst SI relaxes the restrictions for invoicing and quoting in foreign currency embedded in SI 212 of 

2019 it seeks further to control prices of goods and services and consequently the parallel market  

 Achieving this may however prove difficult without causing the disappearance of goods from shelves 

 The fact that the auction system is inadequate to provide for all requirements of foreign currency 

makes it difficult to control parallel market rate. Most if not all retailers are not buying foreign 

currency at the weighted average rate which makes it difficult to price at a rate lower than they bought 

foreign currency. 

 

VAT exemption on domestic accommodation a relief not to be   
 

Finance Minister has gazetted SI 193 of 2020 as part of COVID 19 relief 

measures. The SI exempts from VAT the supply of accommodation to 

domestic tourists for a period of 12 months from 1 August 2020 to 31 July 

2021. The Minister stated that hospitality industry is among the sectors 

most affected by the Covid-19 pandemic and thereby needing 

Government support to revive it and that as the country gradually opens 

up, affordability of services particularly accommodation and other activities in resort centres will be critical 

attracting tourists.  

. 

 The exemption will add to cost of doing business to the sector because of disallowed input tax claims. 

 It places a further administrative burden on the sector of having to apportion input tax in case where an 

operator produces or supplies domestic accommodation (exempt supply) and taxable supplies. Services 

rendered to foreign tourist are zero rated except accommodation which is standard rated. 

 Further the SI does not contain the definition of tourists. General definition of dictionary implies who 

visits for pleasure and may not include business delegates or persons attending for instance a conference 

or seminar.  This may result in the improper treatment of the supply and interpretational issues with the 

ZIMRA. The Minister could have opted to use the “resident: instead of domestic tourists.  

 

 

 

Legislation 

Decision Impact 

The Law and Interpretation 

(click link for details)  

 

  

 

Decision Impact 

The Law and Interpretation 

(click link for details) 

Statutory 

Instrument 193 of 2020 Value Added Tax.pdf 
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Excise duty for petrol and diesel 
 

The fuel industry has been a great cause of concern to the 

economy of Zimbabwe, therefore the Minister of Finance and 

Economic Development is continuously putting necessary 

measures to bring sanity to this sector. Sometime in February 

2020 the Minister gazetted SI 64 of 2020 which had the effect 

of reducing excise duty on importation of fuel. However due to 

ever increase in exchange rates the cost of importing fuel remains higher than the selling price. To correct 

this mismatch, the Minister has enacted SI 192 of 2020 which seeks to amend SI 53 of 2017 by repealing 

some of the petroleum commodity excise duty while inter alia, increasing the excise duty prices for petrol 

and diesel with respect to the monthly excise duty calculation formula provided by this SI.  

 

Through SI 192 the Minister inserted the following which will be used for calculating excise duty on monthly 

basis- 

    B x (Ew4 /Ew1) 

 
  

B- represents the rate of excise duty for petrol or diesel chargeable on the last day of every month; 

  

Ew1- represents the foreign exchange rate quoted during the first week of the month preceding the current 

month; and 

 

Ew4 represents the foreign exchange rate quoted during the last week of the month preceding the current 

month. 

 

 

The SI 192 brings in a new formula for calculation of excise duty on fuel on monthly basis, this becomes 

realistic as it takes into account the changes in the exchange rate changes. Fuel importers will be able to 

acquire fuel and sale it at competitive prices and this will help in getting rid of fuel shortages in the economy. 

 

Commercial tyres importers eligible for suspension of duty 

The Minister of Finance and Economic Development has through SI 

195 of 2020 clarified the quantity of fertilizer which qualifies for 

suspension of duty for the coming summer season 2020 to 2021. The 

Minister has tabulated the tariff codes and quantities as detailed below.  

 

Description of goods Commodity code Ring fenced allocation (metric 

tonnes) 

Urea whether or not in aqueous 3102.1000 45,000 
solution  and  mixtures  of  urea and 
ammonium  nitrate  in  aqueous or 

3102.8000  

ammoniacal solution.   

Decision Impact 

The Law and Interpretation (click link 

for details)- 
Statutory 

Instrument 192 of 2020 Customs and Excise.pdf 

  

 

The Law and Interpretation 

(click link for details) 

 
Statutory 

Instrument 195 of 2020 Customs and Excise Commercial tyres.pdf 
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Ammonium nitrate, whether or not in 

aqueous solution 

3102.3000 75, 000. 

 

 

 

Commercial tyre dealers need to note that the duty is not automatic, there is need for proper application to 

qualify for this duty. For one to qualify for this relief, the firm should be a registered company and has its 

tax affairs up to date with the Zimbabwe Revenue Authority, therefore this moves promotes tax compliance 

to firms. Suspensions of duty on commercial tyres means reduction in costs of operations in terms for 

spares parts (tyres) this implies low output cost of products in the economy. 

 

Quantity of fertiliser eligible for suspension of duty SI # 194 of 2020 

 

The Minister of Finance and Economic Development has through SI 194 

of 2020 clarified the quantity of fertilizer which qualifies for suspension 

of duty for the coming summer season 2020 to 2021. The Minister has 

tabulated the tariff codes and quantities as detailed below.  

 

 

Description of goods Commodity code Ring fenced allocation (metric tonnes) 

Urea whether or not in aqueous 3102.1000 45,000 

solution  and  mixtures  of  urea and 

ammonium  nitrate  in  aqueous or 

3102.8000  

ammoniacal solution.   

Ammonium nitrate, whether or not in 

aqueous solution 

3102.3000 75, 000. 

 

 

 

Zimbabwe has experienced poor output from the Agriculture sector owing to poor rainfall received in 

2019/2020 season. In the Midterm Budget the Minister is opportunistic for better rains in the next season, 

he therefore encourage fertilizer importers to import in bulk through offering duty free from bulk buying 

as stipulated in the table above. This move promoted agriculture output and improves the economy.  We 

also anticipate that the Minister will offer rebate duty to irrigation equipment. 

Decision Impact 

The Law and 

Interpretation (click link 

for details) 

Statutory 

Instrument 194 of 2020 Customs and Excise Fertiliser.pdf 

  

 

Decision Impact 
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Mid Term Fiscal Budget Highlights (Finance Bill, 2020)  
 

 

 

The following are the major highlights of the Mid Term Fiscal Budget announced by the Honourable 

Finance Minister Professor Mthuli Ncube on the 16th of July 2020 for details visit www.matrixschool.co.zw 

 

 

 

Employment tax rates: Tax free threshold raised to ZWL$5,000 p.m and top rate of 40% for amounts 

exceeding ZWL$100,000 per month. United States tax rates have been maintained. Meanwhile, earnings 

are to be converted into United States dollar to apply United States tax tables where any part of earnings 

are in foreign currency. 

Two years of assessment for employment tax:  Two assessment years 1 January 2020 to 31 July 2020 and 

1 August 2020 to 31 December 2020. The implication is that for 2020 two ITF16s (annual employment tax 

returns) will be filed.  

Exemption of frontline health workers: Frontline health workers’ risk allowance, payable to public health 

workers, will be exempt from tax for a period of 12 months commencing April 2020. Clarity regarding 

application of exemption to agreed categories and thresholds required.    

IMTT now deductible to foreign currency transactions: IMTT has been extended to cover payments made 

through Nostro foreign currency accounts. The exemption threshold on small value transfers has been 

reviewed from ZWL$100 to ZWL$300.  Transfer of small values up to USD5 are exempt from the 

application of 2% IMTT. The maximum charge reviewed upwards to ZWL$50,000 on transactions 

exceeding ZWL$ 2,500,000. The maximum charge in foreign currency per transaction is USD2000 on 

amounts exceeding USD100000.  

Presumption of foreign currency transactions 

All transactions are deemed to be in United States Dollar, unless there is documentary evidence in the form 

of invoice or other documentation to the satisfactory of the Commissioner that the transaction was made in 

Zimbabwe dollar. Taxpayers should thus maintain records as documentary of currency of trade.  

Non-resident broadcasting and e-services: The Finance Bill, 2020 has stated the dates for payment of 

remittance and submission of 5% e-commerce tax to be 25th March, 25th June, 25th September and 20th of 

December of the relevant year of assessment 

Introduction of VFSE ad various exemptions thereto: Government has formed Victoria Falls Securities 

Exchange. This is a foreign currency denominated investment portfolio established within the Victoria Falls 

Special Economic zone with a view to grow foreign currency investment. Receipts and accruals of the 

Victoria Falls Securities Exchange exempted from income tax. Also exempted is the disposal of shares in 

VFSE and dividend distributed on these shares is subject to 5% shareholder’s tax    

Exemption of infrastructure projects: Any special purpose vehicle (SPV) initially wholly owned by the 

Infrastructure Development Bank of Zimbabwe shall enjoy exemption on its income accruing from a 

specified University Infrastructure project.  

Covid health related donations: Deduction of Covid-19 related health care donations of up to local currency 

equivalent of USD$100 000 and these are limited to amounts paid to the State or to a Fund for purchase of 

medical equipment, the construction, extension or maintenance of a hospital or procurement of drugs, 

including anti-retroviral drugs. The hospital must be operated by the State, a local authority or a religious 

organisation.  

Recording of electronic transactions: VAT Registered Operators are now required to configure Fiscal 

Devices to capture all transactions in the currency of trade and to produce to produce the respective invoice 

in the tendered currency.This matter is discussed in detail below.  

 

 

 

 

 

 

Background   

The law 

http://www.matrixschool.co.zw/
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Claiming of input tax by special purpose vehicle  

 
Case name  ZS v ZIMRA  HH 113/20 

Summary Facts   ZS is a special purpose vehicle that provides a central platform for marketing 

and distribution of sugar produced by 2 milling companies and sugar farmers  

 It is equally owned by the two milling companies, R Ltd and V Ltd   

 ZS claimed for VAT refund but the ZIMRA disallowed it arguing that input 

tax should be claimed by the respective principals of ZS i.e. R Ltd and V Ltd 

 18 assessments were issued reversing the claim and a 50% penalty imposed.  

 ZS objected to this basing on past practice and treatment of input tax claims 

and the position articulated in a previous ruling.  

 The ZIMRA agreed that ZS was entitled to the input tax refund which had been 

disallowed and instead argued that ZS was offering a service to R Ltd and V 

Ltd from which income should be earned and VAT charged.  

 ZS was directed to account for such VAT based on the open market value and 

amend its returns so as to account for output tax related to such transactions.  

 S appealed to the High Court contending that the ZIMRA’s past practice 

preceding the enactment of the VAT Act exempted it from accounting for 

income from consideration received from the principals for the marketing and 

distribution of sugar since it did not earn any such income.  

 It argued that after the promulgation of the VAT Act in 2004, it sought a special 

ruling exempting it from accounting for tax incurred in its operations 

 ZS indicated it preferred passing on such an obligation to the principals who 

carried all the expenses and costs it incurred 

 The Commissioner ruled that ZS would claim input tax from its special purpose 

vehicle transactions in the same manner that it claimed input tax on other 

transactions 

Jurisdiction    Special Court for Income Tax Appeal 

Issues  for  

determination  
 Whether the appeal is properly before the Court 

 Whether the was ZIMRA confined to the specific objections raised by ZS 

 Whether the ZIMRA misdirected itself in concluding that ZS offered an income 

earning service for which it must account at the open market value 

 Whether the open market value principle is applicable in the circumstances in 

the light of the provisions of s 9 (4) (c) of the VAT Act  

 Whether the ZIMRA erred in rejecting its past decision dated 20 January 2004 

and subsequent practice arising from it and if it did not whether it could purport 

to do so retrospectively 

Date of decision   February 2020 

Decision    That the Commissioner complied with the provisions of s 32 (4), in altering the 

decision made by his officials to which the objection related 

 That the Commissioner was correct in applying the open market principle and 

requiring ZS to declare income on a deemed supply for which it had not received 

consideration 

 That the provisions of s 41 (d) (i) of the VAT Act do confer upon the 

Commissioner the power to issue such directives to errant taxpayers to furnish 

him within correct VAT returns within a period of 6 years.  

 

 

Court Cases and Appeals 
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The Facts 

 

ZS tracks the sugar production and stocks of the mills for each particular growing season on an ongoing 

basis. It pools the sugar and arranges for the packaging, sales, shipments and collection of proceeds to and 

from the various national and international markets. ZS incurs the costs whilst the proceeds are passed on to 

the mills. The principles governing the distribution of proceeds from sugar sales are enshrined in the 

“Memorandum of Decisions Taken at Meetings Held in May 1963 to Discuss Accounting and Administrative 

Arrangement for Rhodesia Sugar Association and S (Pvt) Ltd (the 1963 Memorandum).  ZS was required to 

open and operate two bank accounts, firstly, a “S Crop Disposal Account” into which all proceeds of sugar 

will be paid and from which distribution to estates and commission due to S will be paid” and secondly, a “S 

Administration Account” from which the expenses of S Company will be paid.”  In practice, however, S 

operates purely on a cost recovery basis and it does not receive any consideration from either R Ltd or V Ltd 

for carrying on marketing and distribution of sugar from the two milling companies. All income from the 

sale of sugar is transferred to the Mills on receipt from the buyers less any expenses incurred by S for the 

marketing and distribution of sugar.  

 

 

Issue  Court reasoning and decision  

 

Whether the 

appeal was 

properly 

before the 

Court  

 That the right of appeal against any decision or assessment of the Commissioner is 

set out in s 33 (1) of the VAT Act 

 That any decision or assessment made by the Commissioner and notified in terms of 

s 32 (4) is appealable to this Court. 

 That an appeal to the Fiscal Court of Appeal is limited to the grounds stated in the 

notice of objection, which may only be extended by an agreement between the 

parties or by the court on demonstrable good cause. 

 That all the grounds of appeal could not be raised in the objection letter since the 

directive from which they all emanate did not form part of the reasons advanced by 

the investigators for raising the amended assessments. 

 That ZS neither sought the Commissioner’s consent nor moved an amendment in the 

court for the adoption of these grounds of appeal in the appeal hearing.   

 That the appeal was not properly before the Court but the ZIMRA raised this at the 

last minute hence court proceeded to determine on the other issues.  

Whether the 

ZIMRA 

confined to the 

specific 

objections 

raised by ZS 

 

 

 That ZS was directed to submit amended returns incorporating output VAT on 

notional commission income computed on the open market value 

 That the objection before the Commissioner was to determine whether ZS was 

entitled to claim input tax refunds in its own right and not as an agent of the Mills 

 That it also had to be determined whether imputing the claimed input tax to the Mills 

undermined the effectiveness of the VAT system to the prejudice of the fiscus  

 That the amended assessments effectively disallowed the input VAT refund claims 

 That the setting aside of the amended assessments by the Commissioner effectively 

reinstated them.  

 That SZ inferred the setting aside of the amended assessments as constituting an 

implicit concession of the validity of its claims for refund.  

 That although the Commissioner upheld ZS’s objection that it was entitled to claim 

input VAT in its own right he found the computation of the claims for refund to have 

been inaccurate. 

 That ZS argued that such a finding was outside the power accorded to the 

Commissioner by the common law  

 That the ZIMRA argued that it was empowered to do so by the provisions of s 32 

(4) of the VAT Act. 

 That ZS relied on the common law principle from cases as Chikomba District 

Council v Marecha SC 81/2005 and Zimra v P (Pvt) Ltd 2016 (2) ZLR 84 (S) which 
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held that a court of law is precluded from deciding an issue that has not been placed 

before it by the parties. 

 That the ZIMRA relied on the provisions of s 32 (4) of the VAT Act, for making the 

directive appealed against 

 That the Commissioner is permitted by the provisions of s 32 (4) of the VAT Act to 

alter any decision or assessment made by his officers, to which the objection relates. 

 That the format and contents of a VAT self-assessment return, form VAT 7 were 

discussed in full in P (Pvt) Ltd v Zimbabwe Revenue Authority 2017 (1) ZLR 52 (H) 

at 57C-G. 

 That a claim for refund entails the incurral of higher input VAT against the accrual 

of lower output VAT by a taxpayer. 

 That ZS paid more input VAT to its suppliers and received less output VAT from 

the recipients of its services 

 That the amended assessment that evoked the objection entailed verifying the figures 

supplied by ZS in the self-assessments against the information upon which those 

figures were based 

 That the verification process involved the request for and submission and scrutiny 

of various documents such as the 1963 Memorandum and the 2003 Distribution 

Policy and Procedure document.  

 That it was from these operations that the figures which constituted taxable amounts 

were derived. 

 That the process of reassessment involved the matching of the amounts recorded in 

each section of the VAT 7 form to the information provided by ZS during the 

investigation and objection  

 That the determination making process conformed to the requirements set out in the 

VAT 7 forms and for which it was not completely and utterly unrelated to the papers 

before it.  

 That the Commissioner complied with the provisions of s 32 (4), which permitted 

him to alter any decision made by his officials to which the objection related.  

 That the Commissioner did not stray from the four corners of the objection raised by 

ZS  whose essence was the accuracy of the refund amounts claimed in each VAT 7 

self-assessment return.   

Whether the 

ZIMRA 

misdirected 

itself in 

concluding 

that ZS offered 

an income 

earning service 

for which it 

must account 

at the open 

market value? 

 

 That the ZIMRA used the contents in the 1963 Memorandum to invoke the open 

market value against ZS. 

 That the clause contemplated the charging of commission as a direct expense against 

the Mills for the marketing and distribution services provided to them by ZS. 

 That ZS did not actually charge any such commission to the Mills. 

 That ZS could not have properly invoked the open market value principle on the 

basis of the actualized contents of clause 3 and 4 of the 1963 Memorandum. 

 That the open market value would be invoked where all the three requirements set 

out in s 9 (4) were met.  

 That the supply made by ZS to the Mills was for no consideration.  

 That the ZS and the Mills were connected parties.  

 That the provisions of s 9 (4) (a) and (b) were therefore met. 

 That the Mills would have been entitled to deduct the input VAT payable by them 

to ZS for the marketing and distribution services rendered 

 That while the supply of sugar and sugar products was zero rated, the supply of the 

distinct and separate marketing and distribution services was not 

 That the Commissioner was correct in applying the open market principle and 

requiring ZS to declare income on a deemed supply for which it had not received 

consideration  

Whether the 

open market 
 That the ZIMRA used the contents of 1963 Memorandum to invoke the open market 

value against ZS 
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value principle 

is applicable in 

the 

circumstances 

in the light of 

the provisions 

of s 9 (4) (c) of 

the VAT Act? 

 That 1963 Memorandum provides for the charging of commission as a direct 

expense against the Mills by ZS for the marketing and distribution services that it 

would provide to them.   

 That ZS argued that while s 3 (4) of the Act prescribed the use of the open market 

value to assess a taxpayer’s correct output VAT, its application was proscribed by 

the provisions of s 9 (4) of the same Act. 

 That the open market value would be invoked where all the three requirements set 

out in s 9 (4) were met. 

 That the supply made by the ZS to the Mills was for no consideration. 

 That while the actual supply of sugar and sugar products was zero rated, the supply 

of the distinct and separate marketing and distribution services was not.  

 That the provisions of s 9 (4) (c) would have been met. 

 That the Commissioner would have been correct in applying the open market 

principle and requiring ZS to declare income on a deemed supply for which it had 

not received consideration.    

 That the cumulative effect of these findings would have been the satisfaction of the 

requisites for VAT set out in S (Pvt) Ltd v Zimbabwe Revenue Authority 2014 (2) 

ZLR 580 (H) at 583H584A.  

 That ZS supplied the marketing and distribution services to the Mills.  

 That the supply was in furtherance of ZS’ trade.   

 That the consideration for the supply was equivalent to the deemed open market 

price calculated in terms of s 3 (4) as read with 9 (4) of the VAT Act. 

 That the Commissioner’s directive would have been upheld 

Whether or not 

the ZIMRA 

erred in 

rejecting its 

past decision 

dated 20 

January 2004 

and 

subsequent 

practice 

arising from it 

and if it did 

not whether it 

could purport 

to do so 

retrospectively 

 That ZS sought a “Special Ruling on the Application of Zero-Rating for VAT” on 

the storage, marketing and distribution  

 That the Mills produced sugar and related products which passed to and became ZS’ 

products after being weighed on the weighbridge.  

 That ZS packaged and stored the sugar at the packing plants owned by the Mills for 

a fee before selling the sugar on the local and export markets. 

 That the Mills charged ZS storage and packing costs from which they levied input 

VAT and remitted it to the Commissioner as output VAT.  

 ZS did not remit any output VAT for the sale of the sugar and related products 

because these were zero rated but it claimed and received the input VAT paid to the 

Mills from the Commissioner.  

 That ZS then forwarded the refunds to the Mills and deducted all the direct and 

indirect expenses incurred in the storage, packaging, distribution, transport and 

marketing costs from the sales’ proceeds and remitted the balance to the Mills pro 

rata to production proportions.  

 That ZS sought exemption from paying input VAT to the Mills for the storage and 

packing costs and raising intercompany tax invoices on these transactions on the 

basis that the Commissioner did not actually collect any output VAT on these 

transactions.  

 That only tax invoices that would remain would be those issued by the Mills to SZ 

on transfer of the sugar to it and those it issued on the sale of the sugar and related 

products on the local and export markets.  

 That ZS deducted all the direct and indirect expenses incurred in the storage, 

packaging, distribution, transport and marketing costs from the sales’ proceeds and 

remitted the balance to the Mills pro rata to production proportions.  

 That the Commissioner-General declined to grant the application for zero rating the 

packing costs paid by the appellant to the Mills. 

 That the effect of this letter was that ZS was permitted to claim input VAT for 

packaging costs. 

 That ZS questioned the legitimacy of the retrospective rather than prospective 
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variation of the practice, established of permitting ZS to claim refunds of input VAT 

claimed on storage and packing costs 

 That ZS characterized the directive to compute output VAT for the marketing and 

distribution services rendered to the Mills as retrospective in nature.  

 That the provisions of s 41 (d) (i) of the VAT Act do confer upon the Commissioner 

the power to issue such directives to errant taxpayers to furnish him within correct 

VAT returns within a period of 6 years.  

 That the retrospective argument would be contrary to the auditing power reposed in 

the Commissioner 

Decision  That the Commissioner complied with the provisions of s 32 (4), in altering the 

decision made by his officials to which the objection related 

 That the Commissioner was correct in applying the open market principle and 

requiring ZS to declare income on a deemed supply for which it had not received 

consideration 

 That the provisions of s 41 (d) (i) of the VAT Act do confer upon the Commissioner 

the power to issue such directives to errant taxpayers to furnish him within correct 

VAT returns within a period of 6 years. 

 

Decision Impact  

 

Taxpayers need to be conversant with procedures before filing for action in the courts.  Importance of 

document retention and ensuring returns filed match with the taxpayers records. That the open market value 

is invoked where all the three requirements set out in s 9 (4) have been met. 
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Configuration of fiscal devices and invoicing in currency of tender 

 
VAT should be paid in foreign currency where taxable supply is paid for in foreign 

currency. However only one return is filed denominated in Zimbabwe dollar in each 

tax period, with the foreign currency transactions converted to the Zimbabwe dollar 

using the exchange rate (Interbank) on the day of the transaction. Although there is space on the VAT 

Return (V7) for reporting foreign currency sales and applicable VAT, the ZIMRA ledger is maintained in 

ZWL$. This however have created reconciliation challenges for taxpayers. 

 

 

Fiscal Devices are sanctioned by SI104 of 2010 and SI148 of 2016. The later SI 

extended fiscalisation programme to apply all categories of registered operators. It 

provides among other issues that “every registered operator who is a retail operator 

shall, for the purposes of recording his or her taxable transactions, use a fiscalised electronic register or a 

non-fiscalised electronic register together with a fiscal memory device. All other registered operators other 

than retail operators shall also use a fiscalised electronic register or a non-fiscalised electronic register 

together with a fiscal memory device plus an electronic signature device”. 

  

In order to reduce fiscal leakages and enhance transparency the Minister 

has proposed to compel VAT registered operators to configure Fiscal 

Devices to capture transactions in the currency of trade and also produce 

the respective invoice in the tendered currency. In support of this proposal, the ZIMRA has been 

directed to avail the requisite technology to interface with Registered Operators’ systems in order 

to enable data analysis and manage Electronic Fiscal Devices in a manner that enhances 

accounting of VAT collections. This means that there will be separate accounting of ZWL$ and 

foreign currency transactions through separate Fiscal Devices i.e. a fiscal device dedicated for 

each currency. The invoices must be issued in accordance to the currency tendered. Where a 

customer is tendering both currencies, the operator should split the invoice to reflect the currencies 

tendered. There civil penalties for failure to install a fiscal device and interfacing with the ZIMRA 

server. These currently stood at ZWL$300 a day up to 91 days and ZWL$250 a day up to 91 days, 

respectively for each point of sale.    

 

 

 The proposal for separate fiscal device and to invoice in currency of tender is beneficial to the fiscus 

as this may enhance revenue declaration and remittance by operators.  

 Operators will have to grapple with number of issues in implement the proposal.  

 Firstly there may be mismatch between currency of invoice and that of tender. When an operator 

issues an invoice to trigger payment from a customer, it may not anticipate that the customer is 

going to pay in both currencies for the same supply or in the other currency. To correct the VAT 

declared based on currency of invoice, the operator must issue a credit note. This gives rise 

administrative cost on the part of the operator. The fact that fiscal devices do not capture credit 

implies operators will have the additional burden of having to reconcile their accounts     

 Additionally, the mismatch in currency of invoicing and tender may result in tax overpayment in 

one currency and underpayment in the other with an adverse on operator’s cashflow due to 

penalties, interest and possible VAT refunds delays.  

 Operators must bear the additional cost of acquiring, installing and maintaining the devices. 

Although, 50% of the cost is claimed as input VAT and the other 50% claimed as capital allowances 

under income tax, there is upfront outlay to acquire the device. The installation and regular 

maintenance cost are not covered under fiscal incentives and yet maintenance cost represent the 
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significant cost , than the cost of the hardware (the device)  

 The fact that only one ZIMRA account is maintained for foreign currency and ZWL$ transactions 

means that the extra fiscal device is only for purposes of VAT declaration. Operators will still have 

to deal with challenges of reconciling their ZIMRA accounts worsened by additional credit notes, 

differences in foreign exchange rates used by operators and the ZIMRA when converting 

transactions, etc.  

 Customers paying for goods and services in foreign currency may find it difficult in claiming their 

input tax in foreign currency if initially served with ZWL$ invoice, notwithstanding its subsequent 

correction by a credit note.  

 Companies are expecting reliefs in this period of COVID 19 but instead the government is 

adding compliance costs to the already struggling corporates.    

Transfer Pricing Returns (ITF12C2) to be filed for the first in Zimbabwe 
 

 

MNEs and companies with associate transactions will be required for the first 

time in Zimbabwe to file Transfer Pricing returns. Disclosure is also required 

when taxpayer has transactions with tax havens i.e. low tax jurisdiction 

countries. The return is to be filed at the same time with the Income Tax Return (ITF12C) on the 31st of 

August 2020, being the new submission date for 2019 income tax returns following an extension granted 

by the government owing to COVID 19.   

 

 

The ZIMRA announced in March2020 that it has received assistance from the 

ATAF International Taxation team in coming up with an advance version of the 

transfer pricing return that taxpayers are directed to file with their annual self-

assessment corporate income tax return for the year ended 31 December 2019. The return supplements the 

new transfer pricing reporting requirements Zimbabwe introduced in 2019.  The transfer pricing return must 

be completed by all taxpayers with international and/or domestic related party transactions. The information 

requested in the return will assist the Zimbabwe Revenue Authority (ZIMRA) to identify and assess 

potential risks to Zimbabwe’s tax base from abusive transfer pricing practices and ensure that ZIMRA 

focuses its resources on the highest risk cases. This will provide greater tax certainty and reduce compliance 

costs for complaint taxpayers in Zimbabwe (https://www.ataftax.org/zimbabwe-introduces-new-transfer-

pricing-return-for-taxpayers).   

 

 

 

 

 

Transfer pricing is not an exact science. Therefore, tax authorities can impose TP adjustment requiring 

taxpayers to have strong arguments that intra-group transaction prices were at arm’s length. Transfer pricing 

affects cash flow, investment decisions and performance indicators. The additional corporate tax imposed 

by the tax authorities will affect cashflow, investment decisions, certainty and profitability. Other 

consequences include adjustment for customs value – rejection of transfer prices declared by a company 

and impose different price levels. Transfer pricing can involve revenue or expense adjustments which may 

trigger double taxation especially where a corresponding adjustment has been denied to the counter party 

or by the other jurisdiction. Additional taxes in the form of withholding taxes and accompanying penalties 

will also arise.  Finance Act no 1 of 2019 has explicitly stated the following as penalties for noncompliance 

with Transfer Pricing legislation:  
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No.  Offence committed  Penalty level  

1 Evidence that the avoidance, reduction or postponement of 

the liability to tax was actuated by the use of fraud or evasion. 

100% of shortfall tax 

2 Lack of contemporaneous transfer pricing documentation to 

support the transaction giving rise to the amended assessment 

30% of shortfall tax  

3 Non-compliance with Transfer Pricing Guidelines 30% of shortfall tax  

4 Taxpayer complied with 2 & 3 above, but assessment raised 10% of shortfall tax 

 

 Besides the penalties as aforesaid, tax default is subject to interest charge. A new interest regime which 

provides for 25% interest for any month or part thereof during which tax remains unpaid was gazetted 

through SI282 of 2019 to take effect from 1 January 2020.  This interest has not discriminated between 

foreign currency and ZWL$ taxes and may prove a heavy burden for the defaulting taxpayers. Whilst there 

is a leeway for the Commissioner General to adjust the penalty based on a taxpayer representations there is 

limited scope with regard to interest.  Interest is meant to compensate the fiscus for time value of money 

and the Commissioner General has no authority whatsoever to waive it except through an Act of Parliament. 

Other indirect penalties include damaging of business image. Meanwhile, Transfer pricing can help an 

organisation to identify opportunities for business optimisation through a critical analysis its value chain. 

  

 

 

 

 

 Where for some reason the Transfer Pricing documentation has not been prepared and is impractical to 

complete the exercise by the due date, it may be worth writing to the ZIMRA seeking for an extension 

of time. The letter for seeking extension can only be considered if done before the due date.   

 For those who have already prepared their TP policy documents, they must ensure that transactions as 

reflected in the tax returns pass the arm’s length test. If there is a divergence between transfers pricing 

policy document including underlying contracts and the financial records (accounts) it may be 

necessary to make adjustments to the income tax return before return submission.   

 Even if price, terms and conditions are similar to those of independent parties, TP documentation is 

still required because it is mandatory. Without TP documentation a taxpayer will not be able to evidence 

to ZIMRA that associate transactions are occurring at arm’s length.  

 There are however practical challenges and other considerations for completion of return, adjustments 

and other matters underlying TP returns which require face to face discussion with an expert and you 

are urged to consult with your tax expert.  

Heavy mineral royalties for mining houses  
 

 

Mineral royalty regime is among the top controversial issues confronting 

mineral producing countries. The controversy is often to do with method of 

royalty, its deductibility for CIT purposes and the tax base. The situation is 

complicated by the fact that developed countries view the mining sector as the most opaque sector with 

huge potential for base erosion and profit shifting activities. This is worsened by the fact that primary 

products in the form of concentrate and matte have no widely tradable price. It is harder to verify whether 

the realized sale price was indeed competitive rather than the norm value method.   

 

 

Finance Bill, 2020 has inserted a new provision to section 37 of the Finance Act 

(Chapter 23:04) which reads in part as follows: “... In calculating the gross fair market 
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value of a mineral on the basis of which royalty is deducted for the purposes of this Chapter, no deduction shall be 

made of beneficiation, processing or other costs whatsoever incurred in the production of the mineral concerned.” 
It has 1 January 2021 effective date.   

 

 

If the proposal is enacted into law mining houses will be required to compute 

and pay mineral royalty using for instance the London Metal Exchange 

(LME) i.e. the reference price for pure metal, without taking into account the 

costs associated with arriving at the pure metal. The point of focus is on how royalty and corporate income 

tax (CIT) systems of these countries treat the value of shipments of mineral products. OECD at el (2017) 

have highlighted these prices are often not the same, even though intuitively they should be. The fact that 

mineral royalty represents a compensation for the non-renewable mineral resources makes it logical to 

base its computation on the value of products at the early stages of the transformation chain, namely at 

mine gate.  It should be levied only on the value of the resource, and not on any value added downstream 

activities. This accords with the value of the minerals obtained from the earth and not on the value of the 

mineral derived from further beneficiation processes, which should be the function of CIT.  Royalty 

should not be based on value arising from mineral treatment and refinery when these take place outside 

the country. This may be analogous to taxing a farmer based on the price of brisket when in fact he/she 

actually has sold a live animal.  

The relevant price for royalty purposes is that of concentrate or matte. Because concentrate and matte are 

opaque products which are not widely traded for this reason they often do not have market prices. It is 

internationally accepted that the agreed price of these products is based on the sum of value of the 

contained metals (“payable metals”) less the sum of deductions (freight and insurance, treatment and 

refinery costs) and penalties.  Thus the agreed payment will be based on the percentage of the mineral 

content in the concentrate by the reference price of a grade (A) mineral obtained on the major commodity 

exchanges such as the London Metal Exchange (LME); Shanghai Futures Exchange (SHFE) or the 

Commodity Exchange Division of the New York Mercantile Exchange (COMEX).  This derivation 

namely proceeds less a proportionate share of incidental transportation, insurance, refining and smelting 

costs is known as the Net Smelter Returns (NSR). Section 244 of the Mines and Minerals Act (Chapter 

21:05) appears to agree with this as it states that royalty is based on minerals or mineral- bearing products 

won from the ground. Pure mineral is not won from the ground. 

 

 

 

 

 The new royalty base will penalises mining houses thereby also eroding the benefits of deducting 

mineral royalty granted to them with effect from 1 January 2020.  

 Mining sector is taxed  at 25.7%  whereas other business are taxed 24.72% effective 1 January 2020 

 It appears the government is indirectly forcing mining houses beneficiate  

 The proposal will greatly facilitate administration of a royalty system by eliminating the need to deal 

with transfer pricing and as well as making simple to administer  

 However, it stifles investment and growth in mining sector as adds to cost of financing as well as 

impacting cash flow due to double taxation on beneficiation costs. Investors are resistant to the use of 

substantial royalties, even on potentially rich deposits.   

IMTT on foreign currency implications on economic players   
 

The use of free funds has since been legalized through SI85 of 2020 and further 

endorsed by SI185 of 2020 which provides for mandatory quoting and pricing 

of prices in both local and foreign currency. In response to this policy, the 

Finance Minister has proposed that the IMTT be extended to Nostro Accounts foreign currency transactions 

which are currently exempt from this tax with effect from 1 August 2020.  
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Clause 10 of the Finance Bill, 2020 reads: “Amendment of Thirtieth Schedule to Cap. 23:06 : With effect from 

the 1st August, 2020, the Thirtieth Schedule (“Intermediated Money Transfer Tax”) to the Income Tax Act [Chapter 

23:06] is amended—  (a) in paragraph 1 (“Interpretation”)(1) in the definition of “transaction on which the tax is 

payable”—  (i) by the repeal of paragraph (g);  ….”; (b) in paragraph 2 (“Liability for intermediated money transfer 

tax”) by the insertion of the following subparagraph after subparagraph (2)— “(3) For the avoidance of doubt it is 

declared that the transfer of money from a nostro foreign currency account is a transaction on which tax is payable in 

terms of this Schedule. ”. 

 

 

 

 

 

The repealed para (g) exempted IMTT on “the transfer of money into and from nostro foreign currency 

accounts”. Its repeal has extended IMTT on payments from nostro foreign accounts. This is further 

emphasised by para 2(b) which has ring fenced application of IMTT to transfers from Nostro Accounts 

to the exclusion of transfer into the account. The implication is that funds from abroad received into 

Nostro Accounts would not be subject to IMTT. It appears also money from abroad received through 

Western Union or similar agents is exempted from the application of IMTT. However transfer of money 

abroad by whatever means is subject to 2% money transfer tax. Accordingly payments for foreign services 

or goods, dividend, interest, capital reparation etc will suffer 2% tax. If one uses his/her credit card to 

purchase goods or services online or whilst physically outside the country, money transfer tax will also 

apply. The Minister has stated transactions for organisations accredited in terms of the Privileges and 

Immunities Act (Chapter 3:03) remain exempt from IMTT. This however is yet to be incorporated into 

the Finance Act as it was only mentioned in the budget statement. 

 

 

 

 

 The levying of IMTT could result in an increase in liquidation and use of ZWL$ as companies resist 

payment of IMTT in foreign currency. Therefore increase in volume of intra corporates accounts with 

transfers moving from Nostro Accounts into the ZWL$ accounts is expected. Intra-corporate transfers 

i.e. accounts held in the name of the same company are currently exempt from IMTT. 

 IMTT adds to cost of doing business investors and makes the country a high tax jurisdiction compared 

to other countries within the region.  

 Meanwhile the transfer of money by travel agents to airlines on the purchase and administration of air 

tickets whether from an ZWL$ or Nostro Account remains exempted ; 

 A grey area still exists as to whether IMTT that of the sender or the recipient. This is perpetuated by 

the wording in para 12 of the 30th Schedule which reads that “the financial institution shall withhold 

(own emphasis) and remit…”  The word “withhold” infers that the financial institution charges the 

2% tax to sender thus entailing that he she would need to add the 2% to his or her transaction or the 

amount is deductible from the receiver.  
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ZIMRA serving with voluntary disclosure letters 
 

 

 

 

Taxes are to be paid in foreign currency if earnings are received foreign currency. This has always been 

the case since 2009 despite SIs 33 and 142 both of 2019. These re-introduced the ZWL$ and also made it 

the functional currency. 

 

 

 

 

The Commissioner General has written individually letters to taxpayers suspected of trading in foreign 

currency to make a voluntary disclosure and pay the omitted taxes in foreign currency. The letter reads in 

part as follows: “RE: REQUEST FOR VOLUNTRAY DISCLOSURE OF AMOUNTS RECEIVED IN FOREIGN 

CURRENCY AND NOT DISCLOSED FOR TAX PURPOSSES FOR THE PERIOD APRIL 2019 to JUNE 2019. 

The Zimbabwe Revenue Authority hereby extends an opportunity to your organisation to make a voluntary disclosure 

of any payments or amounts received in foreign currency during the period under review and was not disclosed or 

declared for tax purposes …… Please note that any information voluntarily disclosed as per table above may receive 

favourable considerations on penalties chargeable for the omissions or under declarations. You are required to make 

a voluntary if you fall …..” (Underlined words own emphasis).The letter further states that the disclosure 

should cover registration, late remittances and return submissions, record maintenance and any other 

relevant information pertaining to foreign currency trading. Taxpayers not sure of the requirements to 

contact the Regional Manager for guidance. 

 

  

Although the letter is requesting for voluntary disclosure from taxpayers, it is 

not completely devoid of penalties and interest chargeable for noncompliance. 

Interest remains chargeable in all circumstance. This is to compensate the 

fiscus for time value of money and the Commissioner General has no authority to waive it except through 

an Act of Parliament. Despite the Commissioner General authorised to waive penalty in full or in part the 

voluntary disclosure letter is non-committal as shown by the part that reads “Please note that any 

information voluntarily disclosed….may receive favourable considerations”. 

 

 

 

     

 Taxpayers have limited options and are encouraged to make declaration which must be truthful and 

honest and hoping they qualify for a complete penalty waiver. Resistance could result in the ZIMRA 

using other options including a raid on the bank accounts. It is permitted in terms of s 58 of the Income 

Tax Act and s 48 of the VAT Act to do so.  

 The authority can also perform third party verifications and garnish from customers. 

 Section 40 of the Income Tax Act empowers the ZIMRA to access records necessary to aid it make an 

assessment of taxes and these may include financial statements and the respective ledgers. This is 

notwithstanding banking secrecy provisions and other law.  

 Affected taxpayers should enter into negotiation regarding interest, penalties and debt settlement in 

order mitigate possible cash outflow shocks in the event the ZIMRA were to enforce payment. 
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ZIMRA notice on curbing COVID 19  
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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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