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Expiry of withholding tax
declarations and undertakings

Although payments of interest, royalties and dividends to non-residents
are subject to withholding tax, reduced tax rates may apply in terms of an
applicable tax treaty. Moreover, in the case of dividends paid to residents,
these may be exempt from dividend withholding tax. Generally, in order to
qualify for the reduced rate or exemption, the payor must be in
possession of a prescribed declaration and undertaking (‘a declaration’)
by the person to whom the payment is made or beneficial owner of the
amount (as the case may be).

In 2019, the Income Tax Act was amended to the effect that all existing
declarations that are older than five years would expire on 1 July 2020,
and all new declarations would need to be renewed every five years.
However, as part of the COVID-19 tax relief measures introduced earlier
this year by way of the Disaster Management Tax Relief Bill, 2020, the
effective date of 1 July was postponed until 1 October 2020.

Takeaway

Payors of interest, royalties and dividends who rely on declarations to
withhold tax at a reduced rate should ensure that their declarations have
not expired.

In brief

Interest, royalty and dividend withholding tax declarations and
undertakings that are older than five years expired on 1 October.

In detail
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