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General Notice 274 of 2010.

REVENUE AUTHORITY ACT [CHAPTER 23:11]

Provisional General Ruling Conversion of ClosindaBaes for
Tax Purposes

NOTICE is hereby given, in terms of section 34Dtleé Revenue Authority Act
[Chapter 23:11] as read with paragraph 10 to the Fourth Schedulleeosame Act, that
the Commissioner-General of the Zimbabwe Revenu¢hdkity has issued the
following binding general ruling:—

Purpose of ruling

1. The purpose of this general ruling is to provideidglines on how the
Commissioner-General shall exercise his discretiorapproving rates of exchange
applied in converting the 2008 closing balances there expressed in Zimbabwean
dollars to US dollars, for taxation purposes.

Background

2. (1) The transition from the Zimbabwean dollar emcy to the multi-currency
system has presented challenges to both the TadoAiyt and Taxpayers, including that
of determining value of balances of items that havempact on the 2009 accounts and
Income tax returns in US dollars.

(2) The Finance Act, 2009, (No. 5 of 2009) gavetthepayers latitude to work-out
the rates of exchange applicable to their varyingumstances.

(3) The Act gave the Commissioner-General the aitthto manage the process
and the tax consequences by approving the ratescbfinge put forward by taxpayers.
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(4) The Act also requires the Commissioner-Genayaissue a general binding
ruling on the manner in which he or she shall egerthis discretion.

Relevant law

3. (1) Section 34D of the Revenue Authority AGhppter 23: 11] as read with the
Fourth Schedule to the Revenue Authority Act githess Commissioner-General of the
Zimbabwe Revenue Authority (ZIMRA) powers to makdvance tax rulings on any
provision of that Act, whether on his own initiaivor on application by any person
interested in a transaction that is or may bediabltax.

(2) Section 4A of the Finance AcClhapter 23:04] effective from the 1st January,
2009, obliges every individual, partnership, compadrust, pension fund or other juristic
person to express any final balance for the firengar ending 31st December, 2008,
in "United States dollars at such rate of exchasgghe Commissioner may approve".

(3) The same section provides that; ". .the Comonss-General shall . . . issue a
binding general ruling on the manner in which hesbe shall exercise his or her
discretion.”

Scope of thisruling

4. This ruling will only apply to movable and immovabdssets, trading stock and
assessed losses. The ruling shall not apply taangsg Zimbabwe dollar monetary
balances such as, bank balances, creditors, delatods other liabilities as at 31st
December, 2008, which should reflect actual valagseed by the parties to the
transaction.

Taxable income accrued in foreign currency

5. (1) Where it is proved that the taxpayer's income the period prior to 1st
January, 2009, was received or accrued in foreigrency and the financial statements
were prepared in foreign currency, the Commissi@emneral will ,subject to
subsections (2) and (3), accept reasonable closalgnces in foreign currency as
opening balances for the 2009 tax year in termsubkection (4) to section 4A of the
Finance Act Chapter 23:04].

(2) In the case where the financial statements werpared in denominations other
than the United States dollars the Commissionere@énwill accept the use of
international cross rate of exchange as at 31s¢mber, 2008, or such other rate as will
give substantially similar results.

(3) In the case where the financial statements wepared in Zimbabwean dollars,
the Commissioner-General will accept the use ofstime rate as was used to convert



the foreign currency transaction or balances intobhabwean dollars or such other rate
as will give substantially similar results.

Taxable income accrued in Zimbabwe dollars

6. The Commissioner-General will approve rates of axgle whose net effect will
achieve the following—

(a) Assetsacquired or constructed in foreign currency:

Balances equal to the cost in foreign currency testional wear and tear
claimable to 31st December, 2008.

(b) Assetsacquired or constructed in Zimbabwean dollars Z$s:

Balances in foreign currency that is approximatetyuivalent to the
replacement value, less notional wear and tearmelale to 31st
December, 2008.

(c) Trading stock acquired in foreign currency and recorded in
Zimbabwean dollars Z$s:

Where trading stock was initially acquired in fgmi currency but
recorded in Zimbabwean dollars, the Commissionere&d will accept
the use of the same rate as was used to convetfiotbgn currency
transaction or balances into Zimbabwean dollasuch other rate as will
give substantially similar results;

(d) Trading stock acquired in Zimbabwean dollars Z$s:

Where trading stock was acquired and recorded imbZbwean dollars
the Commissioner-General will accept the use okmarhange rate that
results in a value in foreign currency approximatefjuivalent to the
replacement value.

Assessed |0sses

7. For all assessed losses in Zimbabwean dollars 83satDecember, 2008, the
Commissioner-General will accept the use of an amgh rate that is based on an
average of the exchange rates contained in pafag@@and 6 above or any other rate
that would give a result which closely approximtite loss in foreign currency had the
financial statement to which the losses relatebesh prepared in foreign currency.



Submissions

8. Any person affected by this ruling may lodge sulsioiss with the
Commissioner-General thereto in writing addressedthte Commissioner-General
ZIMRA Head Office, ZB Centre, 6th Floor, corner Kmva Nkrumah Avenue/First
Street, Harare, P.O. Box 4360, Harare, or on e-pr@lzimra.co.zw.

G.T.PAS,
Commissioner-General.
1-10-2010.



