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No. 3595. AGREEMENT’ BETWEEN THE GOVERNMENT
OF THE UNION OF SOUTH AFRICA AND THE GOVERN-
MENT OF THE FEDERATION OF RHODESIA AND
NYASALAND FORTHE AVOIDANCE OF DOUBLE TAXA-
TION AND THE PREVENTION OF FISCAL EVASION
WITH RESPECTTO TAXES ON INCOME. SIGNED AT
CAPE TOWN, ON 22 MAY 1956

The Governmentof the Union of South Africa and the Governmentof
the Federationof RhodesiaandNyasalanddesiring to concludean agreement
for the avoidanceof double taxation and the prevention of fiscal evasionin
respectof taxeson income, haveagreedas follows

Article I

1. The taxeswhich are the subjectof the presentAgreementare
(a) in the Union of SouthAfrica: Thenormal tax andsupertax(hereinafter

referredto as “Union tax”);
(b) in the Federationof Rhodesiaand Nyasaland:The Federalincome

tax andsupertax(hereinafterreferredto as “ Federaltax “).

2. The presentAgreementshall also apply to any other taxes of a sub-
stantially similar characterimposedby either ContractingGovernmentsubse-
quently to the dateof signatureof the presentAgreement.

Article II

1. In this Agreementunlessthe context otherwiserequires:
(a) “Union” meansthe Union of SouthAfrica;

(b) “the Federation”meansthe Federationof Rhodesiaand Nyasaland;

(c) “one of the territories” and“the other territory” meanthe Union
of SouthAfrica or the Federationof RhodesiaandNyasalandas the casemay
be;

(d) “tax” meansUnion or Federaltax, as the casemay be;

(e) “person” includesanybody of persons,corporateor not corporate;

~Cameinto forceon 31 August 1956, in accordancewith article XIV.
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(f) “company” includesany body corporate;

(g) “resident of the Union” and “resident of the Federation” mean
respectivelyanypersonwho is ordinarily residentin the Union for the purposes
of the Union tax andnot ordinarily residentin the Federationfor the purposes
of the Federaltax andany personwho is ordinarily residentin the Federation
for the purposesof the Federal tax and not ordinarily resident in the Union
for the purposesof the Union tax; anda companyshall be regardedasordinarily
residentin the Union if its businessis managedand controlled in the Union
andordinarily residentin the Federationif its businessis managedandcontrolled
in the Federation;

(h) “company of one of the territories” and “company of the other
territory” meana companywhich is a residentof the Union or a company
which is a residentof the Federation,as the case may be;

(i) “Union enterprise” and “ Federalenterprise” meanrespectivelyan
industrial or commercialenterpriseor undertakingcarriedon by a residentof
the Union and an industrial or commercial enterpriseor undertakingcarried
on by a residentof the Federation;and “enterpriseof one of the territories”
and “ enterpriseof the other territory “ mean a Union enterpriseor a Federal
enterprise,as the context requires;

(j) “industrial or commercial enterprise or undertaking” includes an
enterpriseor undertakingengagedin mining, agricultural or pastoralactivities
or in the businessof banking,insuranceor dealing in investments,and“indus-
trial or commercial profits “ includes profits from such activities or business
but doesnot include income in the form of dividends,interest, rents, royalties
(including rent or royalties of cinematographfilms), managementcharges,
remunerationfor personalservicesor profits from the operationof transport
services;

(k) “permanent establishment”when usedwith respectto an enterprise
of one of the territories meansa branch, depot, management,factory, farm,
mine, quarry or other fixed place of businessincluding any place of natural
resourcessubject to exploitationand a place where constructionwork or the
installation of plant or machineryis carriedon but doesnot include an agency
unlessthe agenthas,and habitually exercises,a generalauthority to negotiate
andconcludecontractson behalfof the enterpriseor hasa stock of merchandise
from which he regularly fills orderson its behalf.

In this connection:

(i) An enterpriseof one of the territoriesshall not be deemedto havea per-
manentestablishmentin the other territory merely becauseit carrieson
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businessdealings in that other territory through a bona fide broker or
general commissionagentacting in the ordinary course of his businessas
such.

(ii) The fact that anenterpriseof oneof the territoriesmaintainsin the other
territory a fixed placeof businessexclusivelyfor the purchaseof goodsor
merchandiseshall not of itself constitutethat fixed place of businessa
permanentestablishmentof the enterprise.

(iii) The fact that a companywhich is residentin one of the territorieshas a
subsidiary companywhich is a residentof the other territory or which is
engagedin trade or businessin that other territory (whether through a
permanentestablishmentor otherwise) shall not of itself constitutethat
subsidiarycompanya permanentestablishmentof its parentcompany;

(1) “profits” means“taxable income” as defined under the laws of the
Contracting Governmentsrelating to the taxeswhich are the subjectof this
Agreement;

(m) “taxation authorities” meansthe Commissionerfor Inland Revenue
or his authorisedrepresentativein the caseof the Union andthe Commissioner
of Taxesor his authorisedrepresentativein the caseof the Federation.

2. “Union tax” and “Federal tax” do not include any sum payablein
respectof any defaultor omissionin relation to the taxeswhich are the subject
of this Agreementor which representsa penalty imposedunder the law of
eitherterritory relatingto thosetaxes.

3. In the applicationof the provisionsof the presentAgreementby one
of the Contracting Governmentsany term not otherwisedefined shall, unless
the context otherwiserequires,have the meaningwhich it has under the laws
of that ContractingGovernmentrelating to the taxeswhich are the subjectof
the presentAgreement.

Article III

1. The industrial and commercialprofits of an enterprisein one of the
territoriesshallnot be subjectto tax in the other territory unlesstheenterprise
is engagedin trade or businessin the other territory through a permanent
establishmentin that other territory. If it is so engagedtax may be imposed
on thoseprofits by the otherterritorybut only on somuch of them as is attribut-
ableto that permanentestablishment.

2. Where an enterpriseof one of the territories is engagedin trade or
businessin the other territory through a permanentestablishmentsituated
therein

(a) Thereshall be attributedto that permanentestablishmentthe industrial
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orcommercialprofits which it might beexpectedto derivein thatother territory
if it were an independententerpriseengagedin the sameor similar activities
under the same or similar conditions and dealing at arm’s length with the
enterpriseof which it is a permanentestablishment;

(b) Subjectto the provisionsof sub-paragraph(a) no profits derivedfrom
sourcesoutsidethat other territory shallbe attributedto thatpermanentestab-
lishment.

3. No portion of any profit arising from the sale of goodsor merchandise
by an enterpriseof one of the territories shall be attributed to a permanent
establishmentsituatedin the other territory by reasonof the merepurchaseof
the goodsor merchandisewithin that other territory.

4. This article shallnot apply in any casein which its applicationwould
havethe result that income,which but for such applicationwould be subject
to tax in one of the territories, would not be subjectto tax in eitherterritory.

Article IV
Where:

(a) an enterpriseof one of the territoriesparticipatesdirectly or indirectly
in the management,control or capital of an enterpriseof the other territory;
or

(b) the samepersonsparticipatedirectly or indirectly in the management,
control or capital of an enterpriseof one of the territoriesandan enterpriseof
the other territory; and

(c) in either case conditionsare madeor imposedbetweenthe two enter-
prises,in their commercialor financial relations,which differ from thosewhich
would be madebetweenindependententerprises,

then any profits which would but for those conditionshaveaccruedto one of
the enterprisesbut by reasonof those conditionshavenot so accruedmay be
included in the profits of that enterpriseand taxedaccordingly.

Article V

Profitsderivedby the Governmentof or by a residentof oneof theterritories
from operatingtransport servicesin the other territory shall be exempt from
tax in that other territory.

Article VI

Any royalty, rent (including rent or royalties of cinematographfilms) or
otherconsiderationreceivedby or accruedto a residentof oneof the territories
by virtue of the usein the other territory of, or the grantof permissionto use
in that other territory any patent,design,trademark, copyright, secretprocess,
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formula or any otherpropertyof a similar natureshall be exempt from tax in
that first-mentionedterritory if such royalty, rent or other consideration is
subject to tax in the other territory.

Article VII

1. Any pension(other than a pension paid by the Governmentof the
Union for servicesrenderedto it in the dischargeof governmentalfunctions)
andany annuity, derivedor deemedto havebeenderivedfrom sourceswithin
the Union by an individual who is a residentof the Federation,shallbe exempt
from Union tax to the extentthat it is includedin incomefor Federaltax pur-
poses.

2. Any pension (other than a pensionpaid by the Governmentof the
Federationfor servicesrenderedto it in thedischargeof governmentalfunctions)
andany annuity, derivedor deemedto havebeenderivedfrom sourceswithin
the Federationby an individual who is a residentof the Union, shallbe exempt
from Federaltax to the extentthat it is includedin income for Union tax pur-
poses.

3. The term “annuity” means a stated sum payable periodically at
statedtimes, during life or during a specified or ascertainableperiod of time,
under an obligation to makethe paymentsin considerationof moneypaid.

Article VIII

1. Remuneration(other than pensions)paid by one of the Contracting
Governmentsto any individual for servicesrenderedto that ContractingGov-
ernment in the dischargeof governmentalfunctions shall be exempt from tax
in the territory of the other Contracting Governmentif the individual is not
ordinarily residentin that territory or is ordinarily residentin that territory
solely for the purposeof renderingthoseservices.

2. Any pension paid by one of the Contracting Governmentsto any
individual for servicesrenderedto that ContractingGovernmentin the discharge
of governmentalfunctions shall be exempt from tax in the territory of the
other Contracting Government,if immediately prior to the cessationof those
servicesthe remunerationthereforwasexemptfrom tax in that territory, whether
under paragraph1 of this Article or otherwise, or would have been exempt
under that paragraphif the presentAgreementhad beenin force at the time
the remunerationwas paid.

3. The provisions of this Article shall not apply to paymentsin respect
of servicesrenderedin connectionwith any tradeor businesscarriedon by
either of the Contracting Governmentsfor purposesof profit.
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4. For thepurposesof this Article the term “ ContractingGovernment”
whereit appliesto the Governmentof the Federationof RhodesiaandNyasaland
includes the Governmentsof the Territories constituting the Federation.

Article IX

I. An individual who is a residentof the Union shall be exempt from
Federaltax on profits or remunerationin respectof personal (including pro-
fessional)servicesperformedwithin the Federationin any year of assessment
if:

(a) heis presentwithin the Federationfor a periodor periodsnotexceeding
in the aggregate183 days during that year; and

(b) the servicesareperformedfor or on behalfof a personresidentin the
Union; and

(c) the profits or remunerationaresubjectto Union tax.

2. An individual who is a residentof the Federationshall be exemptfrom
Union tax on profits or remunerationin respectof personal(including profes-
sional) servicesperformedwithin the Union in any year of assessmentif:

(a) he is presentwithin the Union for a period or periodsnot exceeding
in the aggregate183 days during that year; and

(b) the servicesare performedfor on behalf of a personresidentin the
Federation;and

(c) the profits or remunerationare subjectto Federaltax.

3. The provisionsof this Article shallnotapply to the profits or remunera-
tion of public entertainerssuchasstage,motionpictureor radioartists,musicians
andathletes.

Article X

The remunerationderived by a professor or teacherwho is ordinarily
residentin one of the territories, for teaching, during a period of temporary
residencenot exceedingtwo years, at a university, college, school or other
educationalinstitution in the other territory, shallbe exempt from tax in that
other territory if such remunerationis subject to tax in such first-mentioned
territory.

Article XI

A studentor businessapprenticefrom oneof the territorieswho is receiving
full-time educationor training in the other territory shall be exempt from tax
in thatotherterritoryon paymentsmadeto himby personsin the first-mentioned
territory for the purposesof his maintenance,educationor training.
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Article XII

1. Subject to the provisionsof the law in the Federationregardingthe
allowanceof a credit againstFederaltax of tax payablein the Union, Union
tax payablein respectof profits from sourceswithin the Union shallbe allowed
as a credit againstany Federaltax payablein respectof such profits.

2. WhereFederaltax is payablein respectof profits derivedfrom sources
within the Federationby a personordinarily residentin the Union, the Union
shalleitherimposeno tax on suchprofits or, subjectto suchprovisions (which
shallnot effect the general principle hereof)as may be enactedin the Union,
shall allow the Federaltax as a credit againstany Union tax payablein respect
of such profits.

3. For the purposesof this Article profits or remunerationfor personal
(including professional)servicesperformed in one of the territories shall be
deemedto be profits from sourceswithin that territory, and the servicesof an
individual whose servicesare wholly or mainly performedin aircraft or other
transportvehiclesoperatedby a residentof oneof theterritoriesshall be deemed
to be performedin that territory.

4. Where interest is derivedby any person from a person(hereinafter
referredto as the debtor) who is ordinarily residentin one of the territories
andthe interestwould, but for the provisionsof this paragraph,be subject to
tax in both territories, that interestshall be subjectto tax only in the territory
in whichthedebtoris ordinarily resident: Providedthat if thedebtoris ordinarily
residentin bothterritories,the interestshallbesubjectto tax onlyin the territory
in which that interestis allowableas a deduction in the determinationof the
debtor’s taxableincome.

Article XIII

The taxation authorities of the Contracting Governmentsshall exchange
such information (being information available under the respective taxation
lawsof the ContractingGovernments)asis necessaryfor carrying out the provi-
sionsof thepresentAgreementor for the preventionof fraud or the administra-
tion of statutoryprovisionsagainstlegalavoidancein relationto the taxeswhich
arethesubjectof thepresentAgreement. Any informationsoexchangedshallbe
treated as secret and shall not be disclosedto any personsother than those
concernedwith the assessmentandcollectionof the taxeswhich are the subject
of the presentAgreement. No information shall be exchangedwhich would
discloseany tradesecretor tradeprocess.
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Article XIV

ThepresentAgreementshall comeinto force on the dateonwhich thelastof
all suchthingsshall havebeendonein bothterritoriesas are necessaryto give the
Agreementthe force of law in eachterritory and shall thereuponhaveeffect

(a) in the Union, in respectof assessmentsfor theyearof assessmentended
on the thirtieth dayof June,1954,andsubsequentyears;

(b) in the Federation,in respectof assessmentsfor the year of assessment
endedon thethirty-first dayof March, 1954,andsubsequentyears.

Article XV

The presentAgreementshall continuein effect indefinitely,but eitherof the
Contracting Governmentsmay, on or before the thirtieth day of Septemberin
any calendaryear after the year 1956, give notice of termination to the other
ContractingGovernmentand, in suchevent,the presentAgreementshall cease
to be effective

(a) in the Union, in respectof anyyearof assessmentbeginningon or after
thefirst dayof July in the calendaryearnextfollowing that in whichsuchnotice
is given;

(b) in the Federation,in respectof any yearof assessmentbeginningon or
after the first dayof April in the calendaryearnext following that in which such
notice is given.

IN WITNESS WHEREOF the undersignedplenipotentiaries,being authorised
theretoby their respectiveGovernments,havesignedthis Agreementand have
affixed theretotheir seals.

DONE in duplicatein the EnglishandAfrikaanslanguages,at Capetownthis
22nd day of May, 1956.

For the Governmentof the Union of South Africa:

Eric H. Louw

For the Governmentof the Federationof Rhodesia
andNyasaland:

A. D. CHATAWAY
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EXCHANGE OF NOTES

I

DEPARTMENT OF EXTERNAL AFFAIRS
CAPE TOWN

41/1/37
22nd May, 1956

Sir,

It being the desireof our respectiveGovernmentsto concludeanagreement
for the avoidanceof doubletaxation and the preventionof fiscal evasionwith
respectto taxeson income,I havethe honour to signify the intention of the
Union Governmentto regard the agreementconcludedon 19th May, 1952,
betweenthe Governmentof the Union of South Africa andthe Governmentof
the Colony of SouthernRhodesiaas terminatedexcept:

(a) as regardsthe Union of SouthAfrica in respectof assessmentsfor the yearof
assessmentendedon 30thJune,1953,andpreviousyearsof assessment,and

(b) as regardsthe Colonyof SouthernRhodesia,in respectof assessmentsfor the
yearof assessmentendedon 31stMarch, 1953,andpreviousyearsof assess-
ment.

I suggestthat this note and your confirmatory reply in the sametermsbe
regardedasconstitutingan agreementbetweenour respectiveGovernmentson
the subject.

I havethe honourto be, Sir,
Your obedient Servant,

(Signed)Eric H. Louw
Minister of External Affairs

A. D. ChatawayEsq., O.B.E.
High Commissionerfor the Federation

of RhodesiaandNyasaland
CapeTown

II

OFFICE OF THE HIGH COMMISSIONER FOR THE FEDERATION OF
RHODESIA AND NYASALAND

CAPE TOWN

22ndMay, 1956
Sir,

I havethe honourto acknowledgethe receiptof your letter No. 41/1/37of
today’sdate, readingas follows

[Seenote IJ
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I havethe honour to confirm that the proposalin your letter as quoted
aboveis acceptableto the Governmentof the Federationof RhodesiaandNyasa-
land and that your letter and this reply shall be regardedas constituting an
Agreementbetweenour two Governmentsin this matter.

I havethe honourto be, Sir,
Your obedientServant,

(Signed)A. D. CHATAWAT
High Commissioner

The Hon. E. H. Louw, M.P.
Ministerof ExternalAffairs
CapeTown
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