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In brief

The new tax treaty between Cameroon and SA applies from 1 January 2018. This new treaty will also

need to be considered alongside the BEPS Multilateral Instrument (once the latter comes into effect).

In detail

SA’s double tax treaty with

Cameroon was published in

SA’s Government Gazette in

September 2017. The treaty

entered into force on 13 July

2017, and starts applying

from 1 January 2018.

Generally, the treaty closely

follows the OECD’s Model

Tax Convention. The

Cameroon and SA

governments are hopeful that

it will assist in enhancing

economic relations between

the two countries. As has

become the norm with SA’s

tax treaties, there is an

emphasis on efficient

administration, with

comprehensive clauses

dealing with the Mutual

Agreement Procedure and

Exchange of Information.

Some of the substantive

specifics of the treaty are

highlighted below.

Residence

As has become standard in

recent years, the residence

tie-break for dual-resident

companies is mutual

agreement (between the two

tax authorities).

Permanent
establishment (“PE”)
and Business Profits

As is typical, a Contracting

State has no taxing rights

over the business profits of an

enterprise of the other

Contracting State, unless the

enterprise conducts business

through a PE in the first

State.

The treaty definition of a PE

follows, in the main, the

OECD Model. For building

sites and installation projects

(etc), the threshold period is

six months. Interesting

specific inclusions into the PE

definition are:

 services: where an

enterprise renders

services (through its

employees or other

personnel) for an

aggregate of 183 days or

more in a 12-month

period;

 mining support: if an

enterprise provides

services or hires out

equipment for

exploration, extraction, or

exploitation of mineral

resources for an aggregate

of 183 days in any 12-

month period; and

 insurance: if an enterprise

collects premiums or

insures risks in the other

Contracting State (other

than through an

independent agent).

Capital Gains

Article 13 of the treaty mostly

reflects the standard

provisions dealing with

capital gains. Importantly,

gains from the alienation of

shares deriving more than

50% of their value from

immovable property situated

in the other State are taxable

in the other State.

Passive income

The maximum tax rates
leviable by the source State
for the various types of
passive income are as follows:

 for dividends, 10% (if the
beneficial owner is a
company holding at least
25% of the capital of the
company paying the
dividends), or 15% (in all
other cases).

 for interest, 10%; and

 for royalties, 10%.
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Technical services

The treaty also includes a

specific Technical Services

provision (Article 14) which

limits the source State’s

taxing right to 10%

(assuming, of course, that the

recipient foreign recipient

does not have a PE in the

source State).

Technical service is defined to

include “technical,

managerial or consultancy

services”. The question of

whether the fees “arise” in a

particular State is determined

with reference to whether the

payer is tax-resident in that

State.

Elimination of Double
Taxation

In terms of Article 24 of the

treaty, where SA residents

pay Cameroonian tax in

respect of income taxable in

Cameroon, the treaty

prescribes the credit method

for the elimination of double

tax.

In the case of residents of

Cameroon paying tax in

respect of income taxable in

SA, the treaty prescribes the

credit method (in the case of

dividends, interest and

royalties), or the exemption

method (in the case of other

items of income).

Where (in accordance with

the treaty) income derived by

a resident of a Contracting

State is exempt from tax in

that State, that State may (in

spite of the income being

exempt) still take that exempt

income into account in

calculating the tax on that

resident’s remaining income.

Protocol

A Protocol is also included

with the Convention, which

essentially considers possible

future adjustments and

resultant renegotiations.

- The treaty opens the way

for SA to effectively

obtain “most favoured

nation” status. Should

Cameroon enter into any

other treaty with lower

rates in respect of

interest, royalties and

technical services fees,

Cameroon is required to

inform SA in writing with

a view of renegotiating

the rates in the SA-

Cameroon treaty.

- On the other hand,

Cameroon wants to

ensure that it is obtaining

the maximum

withholding taxes that SA

is prepared to suffer.

Therefore, should SA

enter into any other

treaty with higher tax

rates (on interest,

royalties and technical

fees), SA is required to

inform Cameroon in

writing with a view to

renegotiating the rates in

the SA-Cameroon treaty.

- On dividends, the option

to potentially negotiate a

tax sparing provision is

also considered.

Specifically, if SA amends

its current participation

exemption (i.e. where the

SA-resident shareholder

holds at least 10% of the

non-SA company, SA is

required to inform

Cameroon in writing with

a view to negotiating a

tax-sparing clause in

Article 24).

BEPS MLI

Both Cameroon and SA are

signatories to the

“Multilateral Convention to

Implement Tax Treaty

Related Measures to Prevent

Base Erosion and Profit

Shifting” (commonly referred

to as the Multilateral

Instrument or “MLI”). Both

countries have selected each

other as “covered tax

agreements” in the MLI,

which means that the MLI

must be considered alongside

the new Cameroon-SA treaty.

For example, the anti-treaty-

abuse measure of the

“principal purpose” will need

to be considered once the

MLI starts applying.
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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
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