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Purpose of Agreements
To remove barriers to cross-border trade and 
investment.



How treaties remove tax barriers
Elimination of double taxation 
Certainty of tax treatment
Reduce withholding tax rates
Prevention of fiscal evasion
Assistance in collection
Resolution of tax disputes/interpretation



Ratification
South Africa – Netherlands

Double Taxation Convention



Introduction
Closely follows the OECD Model Convention, 
which forms the foundation for the vast majority 
of Double Taxation Agreements (DTA’s) 
worldwide.

A number of articles are different from the 
normal SA approach. These articles and other 
articles of interest in the South Africa –
Netherlands Double Tax Convention are as 
follows:



Article 4: Resident
Paragraph 1 (b) includes in the term “resident of 
a Contracting State” a pension fund that is 
recognised and controlled according to the 
statutory provisions of a Contracting State and 
the income of which is generally exempt from tax 
in that State.



Article 5: Permanent Establishment
Construction

12 months in OECD Model
6 months in UN Model
South Africa – Netherlands DTC

Building site, a construction, assembly or 
installation project or any supervisory 
activity in connection therewith  – more 
than 12 months before a PE will exist.



Article 8: Shipping and Air Transport
Paragraph 1 provides that profits of an enterprise of a 
Contracting State from the operation of ships and 
aircrafts in international traffic will be taxable only in the 
State in which the place of effective management of the 
enterprise is situated.
Paragraph 2 provides that if the place of effective 
management of a shipping enterprise is aboard a ship, 
then it will be deemed to be situated in the Contracting 
State in which the home harbour of the ship is situated, 
or if there is no home harbour, in the Contracting State of 
which the operator of the ship is a resident.
Paragraph 3 provides that profits from the operation of 
ships and aircrafts in international traffic include the 
rental of ships or aircraft; the use or rental of containers 
and the rental of ships, aircrafts or containers.



Article 10: Dividends
Withholding tax of 5% or 15% proposed by OECD 
Model.

In practice, withholding taxes vary widely 
internationally.

Dividend rate in South Africa – Netherlands DTC:
Rate established under the new Protocol.



Articles 11: Interest
Withholding tax of 10% proposed by OECD Model.

In practice, withholding taxes vary widely 
internationally.

South Africa – Netherlands DTC:
Paragraph 1 provides that interest arising in a 
Contracting State and beneficially owned by a 
resident of the other Contracting State shall be 
taxable only in that other State.



Article 12: Royalties 
No withholding tax proposed by OECD Model.

In practice, withholding taxes vary widely 
internationally.

South Africa – Netherlands DTC:
Paragraph 1 provides that royalties arising in a 
Contracting State and beneficially owned by a 
resident of the other Contracting State shall be 
taxable only in that other State.



Article 17: Pensions, Annuities and Social 
Security Payments

Paragraph 2 provides that any pension and any other 
payment paid under the provisions of a social security 
system of a Contracting State to a resident of the other 
Contracting State may be taxed in the first-mentioned 
State.
Paragraph 4 provides that the transfer of a pension from 
a pension fund or an insurance company in a 
Contracting State to a pension fund or an insurance 
company in another State will not restrict in any way the 
taxing rights of the first-mentioned State. 



Article 19: Professors and Teachers

This Article provides an exemption from tax in the host 
State for two years in respect of visiting researchers or 
teachers.  However, the remuneration must be derived 
from outside the host State. This Article does not apply 
to income from research if the research is undertaken 
not in the public interest but primarily for the private 
benefit of a specific person.



Article 24: Offshore Activities
This Article covers “offshore activities” and provides that 
the provisions of this Article will apply notwithstanding 
any other provisions.  However, this Article will not apply 
where offshore activities of a person constitute for that 
person a permanent establishment under the provisions 
of Article 5.
The periods for the creation of a permanent 
establishment and for taxation of salaries in the source 
State are cut by the Article.  This is in line with other 
treaties with States with extensive offshore activities.



Article 26: Mutual Agreement Procedure

Paragraph 5 provides that the competent 
authorities through consultations will resolve by 
means of arbitration any interpretation or 
application of the Convention in cases where 
they are not able to arrive at a satisfactory 
solution.



Article 28:  Assistance in Recovery

Under this Article the two States are empowered 
to collect taxes on behalf of each other in 
respect of assessments which are final.



Article 30:  Members of Diplomatic Missions and 
Consular Posts

Paragraph 3 provides that the Convention will not apply 
to international organisations, organs and their officials 
and members of a diplomatic mission or consular post of 
a third State who are present in a Contracting State, if 
they are not liable to the same obligations in respect of 
taxes on income or on capital as the residents of that 
State.



PROTOCOL
The protocol contains a number of clarifications 
and explanations of provisions in the Convention 
which are in line with normal treaty 
interpretation. In particular the provisions of 
paragraphs IX, X, XI, XII and XIV apply only to 
the Netherlands.



Ratification
South Africa – Netherlands

Protocol amending the 
Double Taxation Convention



Introduction
Closely follows the OECD Model Convention, which 
forms the foundation for the vast majority of Double 
Taxation Agreements (DTA’s) worldwide.

Amendments to the Convention and the Protocol 
thereto, became necessary in view of the proposed 
phasing out of the secondary tax on companies and 
its replacement with a dividends tax. 

Articles of interest in the South Africa – Netherlands 
Protocol amending Double Tax Convention are as follow:



Article 2: Taxes Covered
Paragraph 4 was inserted for completeness.  
The competent authorities of the Contracting 
State shall notify each other of any significant 
changes that have been made in their respective 
taxation laws. 



Article 10: Dividends
Withholding tax of 5% or 15% proposed by 
OECD Model.

In practice, withholding taxes vary widely 
internationally.

Dividend rate in South Africa – Netherlands 
Protocol:

5% for shareholding of at least 10%,
10% on all others.



Article 17: Pensions, Annuities and Social Security 
Payments

New paragraph 3 was inserted. Pensions, 
allowances and benefits based on the 
Netherlands laws and regulations concerning 
financial support to victims of the Second World 
War and their next of kin, if paid to residents of 
South Africa, may be taxed in South Africa.



Article 27: Exchange of Information
Article 27 of the Convention was deleted and 
replaced by the new Article on Exchange of 
Information.

This new Article is in line with the OECD Model 
and extend to all taxes.

Paragraph 3 allows for information to be given to 
an Arbitration body set up under the Mutual 
Agreement Article but with the same restraint on 
use as all other information.



Article 28:  Assistance in the Collections of Taxes

Article 28 of the Convention was deleted and 
replaced by the new Article on Assistance in the 
Collection of Taxes.

Under this new Article the two States are 
empowered to collect taxes on behalf of each 
other.


