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No. 4304. AGREEMENT1 BETWEEN THE GOVERNMENT
OF THE UNION OF SOUTH AFRICA AND THE GOV-
ERNMENT OF CANADA FOR THE AVOIDANCE OF
DOUBLE TAXATION AND THE PREVENTION OF FIS-
CAL EVASION IN RESPECTOF TAXES ON INCOME.
SIGNED AT OTTAWA, ON 28 SEPTEMBER 1956

The Governmentof the Union of South Africa and the Governmentof
Canadadesiringto concludeanAgreementfor theavoidanceof doubletaxation
and the preventionof fiscal evasionin respectof taxeson income,haveagreed
as follows

Article I

(I) The taxeswhich are the subjectof this Agreementare:
(a) in the Union of South Africa: The normal tax, supertax andnon-resident

shareholders’tax imposedby the Governmentof the Union (hereinafter
referredto as “Union tax”);

(b) in Canada:The income taxes,including surtaxes,imposedby the Govern-
ment of Canada(hereinafterreferredto as “Canadiantax”).

(2) This Agreementshall also apply to any other taxesof a substantially
similar characterimposedby either ContractingGovernmentsubsequentlyto
the dateof signatureof the Agreement.

Article II

(1) In this Agreementunlessthe context otherwiserequires —

(a) “Union” meanstheUnion of SouthAfrica;
(b) “territory” meansthe Union or Canadaas the casemay be;
(c) “tax” meansUnion or Canadiantax, as the casemay be;

(d) “person” includesany body of personscorporateor not corporate;
(e) “company” includesany body corporate;
(f) “resident of the Union” and “resident of Canada” meanrespectivelyany

personwho is ordinarily residentin the Union for thepurposesof the Union

1 Cameinto force on 22 January1958 by ratification and proclamationin the official journals
of the contractingparties, in accordancewith article XI. The exchangeof the instrumentsof
ratification took placeatPretoriaon 11 October1957.
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tax and not ordinarily residentin Canadafor the purposesof the Canadian
tax and any personwho is ordinarily residentin Canadafor the purposes
of theCanadiantax andnot ordinarily residentin theUnion for the purposes
of the Union tax; and a companyshall be regardedas ordinarily resident
in the Union if its businessis managedand controlled in the Union and
ordinarily residentin Canadaif its businessis managedand controlled in
Canada;

(g) “resident of one of the territories” and “resident of the other territory”
meana personwho is a residentof the Union or a personwho is a resident
of Canada,asthe casemay be;

(h) “Union enterprise” and “Canadian enterprise” mean respectivelyan in-
dustrial or commercial enterpriseor undertakingcarried on by a resident
of the Union and an industrial or commercial enterpriseor undertaking
carriedon by a residentof Canada;and“enterpriseof oneof the territories”
and“enterpriseof theotherterritory” meanaUnion enterpriseor aCanadian
enterprise,as the casemay be;

(i) “industrial or commercial enterprise” includes an enterprise engagedin
mining or farming and “industrial or commercialprofits”, includesmining
and farming profits but doesnot include income in the form of royalties,
rents (including rent or royalties on cinematographfilms), interest, divi-
dends,managementcharges,remunerationfor personalservices,or profits
from the operationof transportservicesby air or water;

(j) “permanentestablishment”,whenusedwith respectto an enterpriseof one
of the territories, meansa branch,depot,factory, farm, mine or other fixed
place of businessbut doesnot include an agencyunlessthe agenthas and
habituallyexercises,a generalauthority to negotiateandconcludecontracts
on behalf of suchenterpriseor hasa stock of merchandisefrom which he
regularly fills orderson its behalf.

The use of substantialequipment or machinery within one of the
territories at any time in any taxableyear by an enterpriseof the other
territory shall constitutea permanentestablishmentof such enterprisein
theformer territory for suchtaxableyear.

An enterpriseof one of the territoriesshall not be deemedto havea
permanentestablishmentin the other territory merely becauseit carries
on businessdealingsin that other territory through a bona fide brokeror
generalcommissionagentacting in the ordinary courseof his businessas
such.
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The fact that an enterpriseof one of the territories maintainsin the
otherterritorya fixed placeof businessexclusivelyfor the purchaseof goods
or merchandiseshall not of itself constitutethat fixed place of businessa
permanentestablishmentof the enterprise.

The fact that a companywhich is residentin oneof the territorieshas
a subsidiarycompanywhich 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 constitute that
subsidiary company a permanentestablishmentof its parent company;

(k) “profits”, in relationto Union tax, means“taxable income” as definedunder
the laws of the Union relating to the taxeswhich are the subject of this
Agreement;

(1) “Taxation Authorities” meansthe Commissionerfor Inland Revenueor his
authorisedrepresentativein the case of the Union and the Minister of
National Revenueor his authorisedrepresentativein the case of Canada.

(2) “Union tax” and “Canadiantax”, do not include any sumpayablein
respectof any default or omissionin relationto the taxeswhich are the subject
of this Agreementor which representa penaltyimposedunderthelaw of either
territory relating to thosetaxes.

(3) In the application of the provisionsof this Agreementby one of the
Contracting Governmentsany term not otherwise defined shall, unless the
contextotherwiserequires,havethemeaningwhich it hasunderthelaws of that
Contracting Governmentrelating to the taxes which are the subject of this
Agreement.

Article III

(1) The industrial and commercialprofits of an enterprisein one of the
territoriesshallnot be subjectto tax in the other territory unlessthe enterprise
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 other territory but only on somuch of themasis attrib-
utable to that permanentestablishment.

(2) Where an enterpriseof one of the territories is engagedin tradeor
businessin the otherterritory throughapermanentestablishmentsituatetherein:

(a) there shall be attributed to that permanentestablishmentthe commercial
or industrial profits which it might be expectedto derivein that otherterri-
tory if it were an independententerpriseengagedin the sameor similar
activities and dealing at arm’s length with the enterpriseof which it is a
permanentestablishment,and if, apart from this Agreement,the law of
that other territory in respectof the taxeswhich are the subject of this
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Agreementso provides, the profits so attributed shall be deemed to be
profits derivedfrom sourcesin that otherterritory;

(b) subjectto theprovisionsof sub-paragraph(a) no profits derivedfrom sources
outsidethat other territory shallbe attributedto that permanentestablish-
ment.

(3) Profits derived by an enterpriseof one of the territories from sales,
under contractsconcluded in that territory, of goods or merchandisestocked
in a warehouseor depot in the other territory for convenienceof delivery and
not for the purposesof displayshallnot be attributedto a permanentestablish-
ment of the enterprisein thatother territory notwithstandingthat the offers of
purchasehavebeenobtainedby an agentof theenterprisein that otherterritory
andtransmittedby him to the enterprisefor acceptance.

(4) No portion of anyprofits arising from the saleof goodsor merchandise
by an enterpriseof one of the territoriesshallbe deemedto arisein the other
territory by reasonof the merepurchaseof the goodsor merchandisewithin
that other territory.

(5) If the information available to the Taxation Authorities concernedis
inadequateto determinethe profits to be attributedto the permanentestablish-
ment nothing in the precedingparagraphsshall affect the application of the
law of eitherterritory in relationto the liability of the permanentestablishment
to paytax on anamountdeterminedby theexerciseof adiscretionor the making
of anestimateby the TaxationAuthorities of that territory : Providedthat such
discretionshallbe exercisedor suchestimateshallbe made, so far as the infor-
mation available to the Taxation Authorities permits, in accordancewith the
principlesstatedin theprecedingparagraphsof this Article.

(6) Where a companywhich is a residentof one of the territories derives
profits from sourceswithin or deemedto be within the other territory, the
Governmentof that other territory shall not imposeany form of taxation on
dividendsdeclaredpayableby that companyin favour of personsnot resident
in that otherterritory nor shall the Governmentof that other territory impose
any tax in the nature of a specialtax on non-residentson the profits derived
by that companydirectly as the result of the carrying on of businessthrough
a permanentestablishmentin that other territory.

Article IV
(1) Where —

(a) anenterpriseof oneof theterritoriesparticipatesdirectly or indirectly in the
management,control or capital of an enterpriseof the other territory, or

(b) the samepersons participate directly or indirectly in the management,
control or capitalof an enterpriseof oneof the territoriesandan enterprise
of the other territory, and
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(c) in eithercaseconditionsaremadeor imposedbetweenthetwo enterprises,
in either their commercialor financial relations, which differ from those
which would be madebetweenindependententerprises,

then any profits which would but for thoseconditions haveaccruedto one of
the enterprisesbut by reasonof thoseconditionshavenot so accruedmay be
included in the profits of that enterpriseandtaxedaccordingly.

(2) Profits includedin the profits of an enterpriseof oneof the territories
underparagraph(1) of this Article shallbedeemed,if, apartfromthis Agreement,
the law of thatotherterritory in respectof thetaxeswhich arethe subjectof this
Agreementsoprovide, to be income derivedfrom sourcesin that territory and
shall be taxed accordingly.

(3) If the information available to the Taxation Authorities concernedis
inadequateto determine,for the purposesof paragraph(1) of this Article, the
profits which might be expectedto accrueto an enterprise,nothing in that
paragraphshallaffectthe applicationof the law of eitherterritory in relationto
theliability of thatenterpriseto paytax on anamountdeterminedby theexercise
of a discretionor the making of an estimateby the TaxationAuthorities of that
territory: Provided that such discretion shall be exercisedor such estimate
shallbe made,so far as the information available to the Taxation Authorities
permits,in accordancewith theprinciplesstatedin paragraphs(1) and(2) of this
Article.

Article V

Profits derivedby theGovernmentof or by a residentof oneof theterritories
from operatingships or aircraft shallbe exemptfrom tax in the other territory.

Article VI

(1) An individual who is a residentof the Union shall be exempt from
Canadiantax on profits or remunerationin respectof personal(including pro-
fessional)servicesperformedwithin Canadain any yearof assessmentif

(a) he is presentwithin Canadafor a period or periodsnot exceedingin the
aggregate183 daysduring that year; and

(b) the servicesare performedfor or on behalfof apersonresidentin the Union.

(2) An individual who is a residentof Canadashallbe exemptfrom Union
tax on profits or remunerationin respectof personal(including professional)
servicesperformedwithin the Union in any yearof assessmentif —
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(a) he is presentwithin the Union for a period or periodsnot exceedingin the
aggregate183 daysduring that year; and

(b) the servicesareperformedfor or on behalf of a personresidentin Canada.

(3) Theprovisionsof this Article shallnotapply to theprofits or remunera-
tion of personswho arenot bona fide employeesof a principal: Providedthat
if thatprincipal is a company,theprovisionsof this Article shallnot apply if the
personto whomthe profits or remunerationaccruedor by whom thoseprofits
or remunerationwere receivedis, eitherdirectly or indirectly, interestedin the
management,control andprofits of that company.

Article VII

Theremunerationderivedby aprofessororteacherwhois ordinarily resident
in oneof the territories,for teaching,during aperiodof temporaryresidencenot
exceedingtwo years,at a university, college,school or othereducationalinstitu-
tion in the other territory, shall be exempt from tax in that other territory.

Article VIII

A studentor businessapprenticefrom oneof theterritorieswho is receiving
full time educationor training in the other territory shallbe exempt from tax
in thatotherterritoryon paymentsmadeto him by personsin thefirst-mentioned
territory for the purposesof his maintenance,educationor training.

Article IX

(1) Subjectto the provisionsof thelaw of Canadaregardingthe deduction
from tax payablein Canadaof tax payablein a territory outsideCanada,Union
tax payablein respectof incomefrom sourceswithin theUnion shallbededucted
from anyCanadiantax payablein respectof that income.

(2) WhereCanadiantax is payablein respectof profits derivedfrom sources
within Canadaby a personordinarily residentin the Union, the Union shall
eitherimposeno tax on suchprofits or, subjectto suchprovisions(which shall
not affect the general principle hereof)as may be enactedin the Union, shall
allow the Canadiantax as a credit againstany Union tax payablein respectof
suchprofits.

(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, andthe servicesof an
individual whose servicesare wholly or mainly performed in aircraft or other
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transportvehiclesoperatedby a residentof oneof theterritoriesshallbedeemed
to be performedin that territory.

Article X
(1) The Taxation Authorities of the Contracting Governmentsshall on

request exchange such information (being information available under the
respectivetaxation laws of the Contracting Government)as is necessaryfor
carrying out the provisionsof this Agreementor for the preventionof fraud
or the administrationof statutoryprovisionsagainstlegal avoidancein relation
to the taxeswhich are the subjectof this Agreement. Any information so ex-
changedshallbe treatedassecretandshallnot be disclosedto anypersonsother
thanthoseconcernedwith the assessmentandcollection of the taxeswhich are
thesubjectof this Agreement. No information shallbeexchangedwhichwould
discloseany tradesecretor tradeprocess.

(2) TheTaxation Authorities of theContractingGovernmentsmay consult
togetheras may be necessaryfor thepurposeof carryingout the provisionsof
this Agreement.

Article XI
(1) This Agreement shall be ratified and the instrumentsof ratification

shallbe exchangedat Pretoriaassoonaspossible.
(2) This Agreementshall come into force on the dateon which the last

of all suchthingsshallhavebeendonein the Union andCanadaasarenecessary
to give theAgreementtheforceof law in theUnion andCanadarespectively,and
shall thereuponhaveeffect —

(a) in the Union, as respectsprofits derivedor deemedto havebeenderived
during theyearof assessmentendingon the 30th June,1954,andsubsequent
years;

(b) in Canada,as respectsincome taxes, including surtaxes,for the taxation
year 1954 andsubsequentyears.

Article XII
This Agreementshall be deemedto have supersededthe Agreementfor

the avoidanceof double taxation on the income derived from shipping and
aircraft enteredinto on the 26thNovember,1951,1 betweenthe Governmentof
the Union and the Governmentof Canadaandthat Agreementshall ceaseto
haveeffect —

(a) in the Union in respectof income derivedfrom the businessof seaor air
transporton or after the 1st July, 1953;

~United Nations,Treaty Series,Vol. 248, p. 107.
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(b) in Canadain respectof income derived from the businessof sea or air
transportafter the taxationyear 1953.

Article XIII

(1) This Agreementshall continuein force indefinitely, but either of the
ContractingGovernmentsmay, on or before the thirtieth day of Septemberin
any calendaryear after the year 1956, give notice of termination to the other
ContractingGovernmentand in such event this Agreementshall ceaseto be
effective —

(a) in theUnion, in respectof any yearof assessmentbeginningon thefirst day
of July in the calendaryear next following that in which such notice is
given;

(b) in Canada,as respectsincome taxes, including surtaxes,for any taxation
yearending in or after the calendaryearnext following that in which such
notice is given.

(2) Theterminationof this Agreementshallnot havethe effect of reviving
any Agreementor arrangementabrogatedby this Agreement.

IN WITNESSWHEREOFthe undersigned,duly authorisedthereto,havesigned
this Agreementand haveaffixed theretotheir seals.

DONE at Ottawa, in duplicate, in the English and Afrikaans languages,
this twenty-eighthday of September,nineteenhundredandfifty-six.

For the Governmentof the Union of South Africa:

J. S. F. BOTHA

For the Governmentof Canada:

S. S. Gu~soN
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