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Entry into force of the Tax Treaty between South Africa
and Mauritius

The Tax Treaty between South Africa and Mauritius was signed in May 2013 and ratified

by South Africa in October 2013. We have been informed that Mauritius has now ratified

the treaty and provided South Africa with official diplomatic notification thereof.

Significant changes

The new tax treaty with Mauritius takes as its basis

the OECD Model Tax Convention. However, there

are significant changes from the current treaty.

Dual resident entities

The place of effective management tie-breaker for

persons other than individuals is replaced with a

mutual agreement procedure between the

competent authorities. Accordingly, SARS and the

Mauritian authorities must ‘endeavour’ to reach

‘mutual agreement’ on whether a dual resident

company should be regarded as resident in

Mauritius or in South Africa. If agreement is not

reached, the treaty will not apply to such perso ns

(with the exception of the exchange of information

provisions).

Property investments

The new treaty repeals the CGT exemption for

property rich companies. The source country will

now have full taxing rights on capital gains derived

from the sale of shares in such companies.

Tax sparing

The tax sparing relief contained in the current treaty

will, going forward, only be available for investment

into South Africa by Mauritian residents.

Exchange of information

The new tax treaty contains the latest OECD

standard for the exchange of taxpayer information.

Tax rate reductions

The new tax treaty will offer a number of tax rate

reductions as follows.

Dividends

The rate of tax for dividends is 5% if a minimum

shareholding of 10% of capital is met; otherwise the

rate of tax is limited to 10%.

Interest

The interest exemption for the source country is

removed and is only retained in the new tax treaty

for interest paid or earned by a Government, or for

interest on debt instruments listed on a stock

exchange.
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All other types of interest will be subject to a

maximum source rate of tax of 10%.

Tie-breaker for dual-residency
test

A Memorandum of Understanding (MOU) was

signed on 22 May 2015 regarding the interpretation

of article 4(3). The question of dual residency for

persons other than individuals will be settled by way

of a Mutual Agreement Procedure (MAP). Without

this agreement such a person will not be entitled to

any treaty relief. The following factors will be

considered:

Place of effective management:

 Place where the board of directors meet;

 Place where the CEO and other senior executives

usually carry on their activities;

 Place where senior day-to-day management is

carried on;

 Location of the person’s headquarters; and

 Where its accounting records are kept.

Place of incorporation or otherwise constituted:

 The country’s laws that govern the legal status of

the person.

Any other relevant factors:

 Factors listed in paragraph 24.1 of the 2014

OECD Commentary;

 Factors as agreed upon by the competent

authorities in determining the residency of the

person.

This MOU will come into effect on the date of entry

into force of the 2013 Tax Treaty.

Entry into force

We understand that the Tax Treaty has now come

into force and will apply in South Africa from

1 January 2016 for taxes withheld at source and, for

other taxes, for years of assessment beginning on or

after 1 January 2016. Notification is expected to be

published in the Gazette during the course of June.

Termination of previous treaty

The Tax Treaty signed on 5 July 1996 is terminated

with effect from the date of entry into force of the

2013 Tax Treaty and will cease to have effect for any

period thereafter for which the provisions of the

2013 Tax Treaty apply.

For more information, please call any of the contacts

below:

Johannesburg
Prof Osman Mollagee 011-797-4153
osman.mollagee@za.pwc.com

Cape Town
David Lermer 021-529-2364
david.lermer@za.pwc.com

Durban
Greg Tarrant 031- 271 2417
greg.tarrant@za.pwc.com

Port Elizabeth
Ian Olls 041-391-4474
ian.olls@za.pwc.com
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