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This paper was mainly conceptual and narrative in nature consisting of five questions. Two questions were
compulsory while candidates had a choice of answering two other questions of their choice from the remaining
three. The paper was divided into two sections, section A with the two compulsory questions accounting for 60%
of the marks; and section B with three questions choice questions of 20 marks each.

The performance in this session was encouraging and the quality of answers continues to improve, although a
small number of candidates were not prepared for the examination. There was some evidence of rushing through
the questions without comprehensively understanding the full text of the question requirements. A number of
candidates’ missed out on available marks.

All candidates attempted the compulsory questions in section A with varying degrees successes. Most candidates
performed better in question 1 than question two. Candidates showed some limitations in dealing with value
added tax matters and the taxation aspects of leasing.

Question 3 was the least attempted. Section B choice questions were mainly average with a few exceptionally
good marks.

Question 1
This 32 mark compulsory question required candidates to demonstrate knowledge of some international aspects
of taxation in relation to employee secondments and circumstances which lead to an offshore company being
deemed to have a permanent establishment or tax residency in Zimbabwe. The question also required candidates
to demonstrate their knowledge of withholding taxes in relation to cross border payments. Another requirement
tested candidates on the tax implications of the forgiveness of debt.

While candidates were able to correctly identify and discuss at least one or two aspects on each sub-requirement,
a significant number did not comment on the deductibility of fees in Water Energy’s books and did not comment
on the stringent payment period requirements or remittance of the withholding tax deducted at source.

Very few candidates’ commented on the non-taxation of subsistence allowances as opposed to the taxation of
salaries of Zimbabwean employees posted to Mozambique for short periods of time.

Parts (f) and (g) were areas of difficulty for the majority of candidates as very few candidates addressed these
requirements with conviction. Candidates’ were writing all the facts they knew without specifically tackling
relevant tax issues, such as the impact of potential recoupments on corporate tax and the provisional corporate
tax payments. This wastes valuable time.

Question 2
The 28 mark compulsory question tested candidates’ on the taxation of long-term leases and aspects of the
permanent establishment (PE). Few candidates adequately addressed the PE issues.

The different treatment of lease premiums in relation to lessors and lessees were not addressed as well as the
mirror image of the taxation of improvements in the lessor’s hands and deduction in the hands of the lessee; this
only kicks in once the improvement is brought into business use.

The computations tendered in support of the answers were rather superficial and generalised in many cases,
instead of systematically addressing the lessor or lessee position.

Part (a) of the requirements was not addressed by a significant number of candidates. Candidates need to read
through and understood the requirements of this question. This question was not answered satisfactorily.
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A significant number of candidates elaborately discussed potential penalties in part (b), which was not necessary
at all. Virtually no candidate pointed out the taxation of the balance of the lease improvement on premature
termination of leases.

Question 3
This question was on the taxation implications associated with restructuring group companies and in particular
inter-company transactions. Value added tax was hugely covered in this question and peripherally capital gains
also were to be discussed briefly in relation to the disposal of the immovable property.

Many candidates circumvented this question and despite the quality of the answers from those who attempted
the question, value added tax continue to be an uncomfortable area for a significant number of candidates.

Nevertheless, value added tax is an important taxing instrument in developing countries and candidates need to
be prepared to see more questions on this area potentially in the compulsory section in the future.

The key learning points in this question are the zero rating of disposals of businesses as a going concern, and
knowledge of the conditions for registering and de-registering entities for value added tax purposes.

Question 4
Candidates were tested on the tax impact of various benefits that can be awarded to employees ranging from
provision of canteen meals and food hampers, transport and provision of home security; to the awarding of fuel
coupons, which has recently been a commonly used mode of rewarding employees in the Zimbabwean hyper-
inflationary environment.

Candidates were required to comment on the tax impact where the benefits would be awarded at no cost to the
employee, as compared to tax where the employee pays a subsidized cost.

This question was not answered well, however, a significant number of candidates’ who attempted it scored on
average just under one of the available marks.

Candidates are expected to familiarise themselves with the issue of benefits as it is a developing preoccupation
with companies in their endeavours to adequately remunerate employees without a significant portion of the
remuneration ending up in tax outflows.

Question 5
This question dealt with the taxation of different types of accruals to an elderly person, such as the purchase of a
previously used employer’s vehicle. It also dealt with the concept of advance tax payable in relation to capital
gains tax. Candidates were expected to adequately discuss the interaction of capital gains withholding tax and
the actual capital gains tax. The remittances of these taxes were also of importance in this question.

Although candidates made some good attempts of the question, a significant number of candidates failed to
tender advice in the interaction of capital gains withholding tax and capital gains tax, especially in relation to
obtaining relevant capital gains tax clearance certificate.

Many candidates were not familiar with the computation of the taxable benefits in relation to the purchase of an
employer’s vehicle by an employee.


