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In brief 

A new tax treaty between UAE and South Africa was published in SA’s Government Gazette and took 

effect from 1 January 2017. 

In detail 

General 

The treaty was published in 

SA’s Government Gazette 

(No. 40496) on 15 December 

2016, with an entry-into-

force date of 23 December 

2016.  Given that that it had 

already been ratified by the 

UAE Cabinet (May 2016), the 

treaty came into full effect on 

1 January 2017. 

The new treaty is largely 

based on the OECD Model 

Tax Convention, and reflects 

the current move towards 

addressing base erosion and 

profit shifting (“BEPS”) as 

well as more efficient 

administration. An increased 

emphasis is placed on the 

Mutual Agreement Procedure 

to settle the mode of 

application of a number of 

provisions. However, the new 

treaty does not contain the 

usual article that deals with 

assistance in collecting taxes. 

Some of the specifics of the 

new treaty are highlighted 

below. 

 

Business Profits 

As is the norm, a Contracting 

State has no taxing rights 

over the business profits of an 

enterprise of the other State, 

unless that enterprise 

conducts business through a 

permanent establishment 

(“PE”) in the first State.  In 

that case the first State has a 

right to tax the profits 

attributable to the PE.   

In determining the profits of 

the PE, expenses incurred for 

the purpose of the PE will be 

allowed as deductions.   

 

Capital Gains 

Article 13 has mostly the 

standard provisions, in that 

gains from the alienation of: 

- immovable property may 

be taxed in the State 

where the property is 

situated; 

- movable property of a PE 

in a State may be taxed in 

that State; 

- ships, aircraft, or rail or 

road transport vehicles of 

an enterprise of a 

Contracting State are 

taxable only in that State; 

and 

- any property other than 

property that is dealt with 

under the above headings 

are taxable only in the 

State of which the 

alienator is a resident. 

The new treaty does not have 

an express provision dealing 

with taxing rights relating to 

the disposal of shares (which 

has become standard in many 

other treaties). 

 

Passive Income 

Critically, the Dividends, 

Interest and Royalty articles 

contain the so-called main 

purpose test.  That is, if the 

main purpose (or one of the 

main purposes) in the 

creation or assignment of the 

underlying asset (shares, debt 

claims, or IP) is to take 

advantage of those treaty 

Articles, then the reliefs in 

those Articles do not apply.   
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The maximum tax rates 

applicable to the various 

types of passive income are: 

- for dividends, 5% (if the 

beneficial owner is a 

company holding directly 

at least 10% of the shares 

in the paying company), 

or 10%, in all other cases;  

- for interest, 10 %; and 

- for royalties, 10 %. 

 

Interaction between tax 

authorities 

The new treaty includes what 

has become the standard 

provisions on the Mutual 

Agreement Procedure and 

Exchange of Information. 

 

Let’s talk 

For a deeper discussion of how this issue might affect your business, please contact: 

 

(Prof) Osman Mollagee  

Johannesburg 

011-797-4153 

osman.mollagee@pwc.com  

  

David Lermer  

Cape Town 

021-529-2364 

david.lermer@pwc.com  

Greg Tarrant  

Durban 

031- 271 2417 

greg.tarrant@pwc.com  

Ian Olls 

Port Elizabeth 

041-391-4474 
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