CONVENTION BETWEEN THE REPUBLIC OF SOUTH AFRICA AND THE STATE OF
ISRAEL FOR THE AVOIDANCE OF DOUBLE TAXATION AND THE PREVENTION OF
FISCAL EVASION WITH RESPECT TO TAXES ON INCOME AND CAPITAL GAINS

THE GOVERNMENT of the Republic of South Africa and the Government of Israel;
DESIRING to conclude a Convention for the avoidance of double taxation and the prevention of

fiscal evasion with respect to taxes on income and capital gains;
HAVE AGREED as follows:

I. SCOPE OF THE CONVENTION

ARTICLE 1

Personal scope

This Convention shall apply to persons who are residents of one or both of the Contracting
States.

ARTICLE 2

Taxes covered

1. This Convention shall apply to taxes on income and on capital gains imposed on behalf of each
Contracting State, irrespective of the manner in which they are levied.

2. There shall be regarded as taxes on income and on capital gains, all taxes imposed on total
income, or on elements of income, including taxes on gains from the alienation of movable or
immovable property and taxes on the total amounts of wages or salaries paid by enterprises.

3. The existing taxes to which the Convention shall apply are, in particular—

(a) in Israel—

(i) the income tax (including company tax and tax on capital gains),
(it) the Land Appreciation Tax,
(iii) the tax on profits levied on banking institutions and insurance companies under the
Value Added Tax Law,

hereinafter referred to as “Israeli tax’;
(b) in the case of South Africa—

(i) the normal tax,

(ii) the non-resident shareholders tax,
(iii) the non-residents tax on interest,
(iv) the undistributed profits tax,

hereinafter referred to as “South African Tax”.

4. The Convention shall also apply to any identical or substantially similar taxes which are
subsequently imposed in addition to, or in place of, the existing taxes. The competent authorities of the
Contracting States shall notify regularly to each other any major changes which have been made in
their respective taxation laws.

1I. DEFINITIONS

ARTICLE 3

General definitions
1. In this Convention, unless the context otherwise requires—

(a) the term “Israel” means the State of Israel and, when used in a geographical sense, includes
the territorial sea thereof as well as that area of the high seas in respect of which Israel is
entitled, in accordance with international law, to exercise sovereign rights over the seabed
and sub-soil and their natural resources;

(b) the term “South Africa’ means the Republic of South Africa and, when used in a geograph-
ical sense, includes the territorial sea thereof as well as that area of the high seas in respect
of which South Africa is entitled, in accordance with international law, to exercise sovereign
rights over the seabed and sub-soil and their natural resources;

(c) the terms ““a Contracting State” and “‘the other Contracting State” mean Israel or South
Africa, as the context requires;

(d) the term “‘person” includes an individual, a company and any other body of persons;

(e) the term “company” means any body corporate or any entity which is treated as a body
corporate for tax purposes;

(f) the term “tax” means tax imposed by Israel or South Africa, whichever is applicable, to
which this Convention applies by virtue of Article 2 (Taxes Covered); .
(g) the terms “enterprise of a Contracting State” and “enterprise of the other Contracting
State” mean respectively an enterprise carried on by a resident of a Contracting State and

an enterprise carried on by a resident of the other Contracting State;
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(h) the term “competent authority” means:

(i) In the case of Israel, the Minister of Finance or his authorized representative, and
(ii) in the case of South Africa, the Secretary for Inland Revenue or his authorized

representative;

(i) the term “‘international traffic” includes traffic between places in one Contracting State
in the course of a voyage which extends over more than one country.

2. Any other term used in this Convention and not defined in this Convention shall, unless the
context otherwise requires, have the meaning which it has under the laws of the Contracting State whose
tax is being determined.

ARTICLE 4

Fiscal domicile

1. For the purposes of this Convention, the term “resident of a Contracting State” means any
person who, under the law of that State, is liable to taxation therein by rcason of his domicile, residence,
place of management or any other criterion of a similar nature. ) ‘ -

2. Where by reason of the provisions of paragraph I an individual is a resident of both Contracting
States, then this case shall be determined in accordance with the following rules:

(a) He shall be deemed to be a resident of the Contracting State in which he has a permanent
home available to him. If he has a permanent home available to him in both Contracting
States, he shall be deemed to be a resident of the Contracting State with which his personal
and economic relations are closest (centre of vital interests). In the case of a person who is
an “Oleh” (as defined in section 35 of the Israeli Income Tax Ordinance), his centre of
vital interests shall be deemed to be in Israel;

(b) if the Contracting State in which he has his centre of vital interests cannot be determined,
or if he has not a permanent home available to him in cither Contracting State, he shall
be deemed to be a resident of the Contracting State in which he has an habitual abode;

(c) if he has an habitual abode in both Contracting States, or in neither of them, he shall be
deemed to be a resident of the Contracting State ol which he is a national:

(d) if he is a national of both Contracting States or of neither of them, the competent authori-
ties of the Contracting States shall settle the question by mutual agreement.

3. Where by reason of the provisions of paragraph 1 a person other than an individual is a resident
of both Contracting States, then it shall be deemed to be a resident of the Contracting State in which its
place of effective management is situated.

ARTICLE 5

Permanent establishinent

1. For the purposes of this Convention, the term “permanent establishment” means a fixed place
of business in which the business of the enterprise is wholly or partly carried on.
2. The term “permanent establishment” shall include especially—

(a) a place of management:

(b) a branch;

(c) an office;

(d) a factory;

(e) a workshop;

(f) a mine, quarry or other place of extraction of natural resources:

(g) a farm or a plantation; '

(h) a building site or construction or assembly project, or supervision activity connected
ith and. conductet_i within the State where such site or project is located, where

such site, project or activity continues for a period of more than six months; and

(i) the maintenance of substantial equipment or machinery withi i
than six months, equip y within a State for a period of more

3. The term “permanent establishment” shall not be deemed to include—

(a) the use of facilities solely for the purpose of t i i
handise belonging o t1o entergrisg; storage, display or delivery of goods or

(b) the maintenance of a stock of goods or mer
fpg_the.purpose of storage, display or deliver
(c)g:-t%m of a stock of goods or me

chandise belonging to the enterprise solely

y;

X rchandise belonging to the enterprise solel

o ﬂu he purpose ?)‘t" gtg::;sn}g by another enterprise; & P ’
g maintenance place of busn}ess solely for the purpose of purchasing goods or

{9) mmme ndise, or g_racgg:gtmg information, for the enterprise;

 ‘_,:, ply of Mformeticn e gﬁﬁiﬁi 2:8561252; solely for the purpose of advertising, for the

P el o or for similar activiti i -
~ ratory or auxiliary character, for tr,, enterprise. ctivities which have a prepa
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4. Even if an enterprise of one of the Contracting States does not have a nerni: : i
. : ¢ a permanent establishment
in the other Contracting State under paragraphs 1, 2 and 3, such an enterprise shall nevertheless be
decmed to have a permanent establishment in the other Contracting State if such an enterprise sells
in that Contracting State goods or merchandisc which either-—

(a) were subjected to substantial processing in that Contracting State (whether or not
purchased in that Contracting State), or

(b) were purchased in that Contracting State and not subjected to substantial processin
outside that Contracting State. ! P &

5. A person acting in a Contracting State on behalf of an enterprise of the other Contracting
State-—other than an agent of an independent status to whom paragraph 6 applies—shall be deemed
to be a permanent establishment in the first-mentioned Contracting State if he has, and habitually
exercises in that first-mentioned Contracting State, an authority to conclude contracts in the name of
the enterprise, unless his activities are limited to the purchasc of goods or merchandise for the
enterprise.

6. An enterprise of a Contracting State shall not be deemed to have a permanent establishment in
the other Contracting State merely because it carries on business in that other Contracting State
through a broker, general commission agent or any other agent of an independent status, where such
persons arc acting in the ordinary course of their business,

7. The fact that a company which is a resident of a Contracting State controls or is controlled by a
company which is a resident of the other Contracting State, or which carries on business in that other
Contracting State (whether through a permanent establishment or otherwise), shall not of itself
constitute either company a permanent establishment of the other.

11I. TAXATION OF INCOME
~ ARTICLE 6

Income from immovable property

1. Income from immovable property may be taxed in the Contracting State in which such
property is situated.

2. The term **immovable property’ shall be defined in accordance with the law of the Contracting
State in which the property in question is situated. The term shall in any case include property
accessory to immovable property, livestock and equipment of agricultural and forestry enterprises,
rights to which the provisions of gencral law respecting landed property apply, usufruct of immovable
property and rights to variable or fixed payments as consideration for the working of, or the right to
work, mineral deposits, sources and other natural resources. Ships, boats and aircraft shall not be
regarded as immovable property. :

3. The provisions of paragraph | shall apply to income derived from the direct use, letting or us
in any other form of immovable property.

4. The provisions of paragraphs | and 3 shall also apply to the income from immovable property

of an enterprise and to income from immovable property used for the performance of professional
services.

ARTICLE 7

Business profits

1. The profits of an enterprise of a Contracting State shall be taxable only in that Contracting
State unless the enterprise carries on business in the other Contracting State through a permanent
establishment situated therein. If the enterprise carries on business as aforesaid, tl}e prqﬁts of the
enterprise may be taxed in the other Contracting State but only so much of them as is attributable to
that permanent establishment. ) .

2. Without prejudice to the application of paragraph 3, where an enterprisc of a Contracting State
carries on business in the other Contracting Stale through a permanent establishment situated
therein, there shall in each Contracting State be attributed to that permanent establishment the profits
which it might be expected to make if it were a distinct and separate enterprise engaged in the same or
similar activities under the same or similar conditions and dealing wholly independently with the
enterprise of which it is a permanent establishment. However, if any problem arises in determining the
profits attributable to the permanent establishment, the competent authority of one Contracling State
may consult with the competent authority of the other Contracting State for assistance in
determining such profits with a view to avoiding double taxation.

3. In the determination of the profits of a permanent establishment, there shall be allowed as
deductions expenses of the enterprise (other than expenses which would not be deductible if the
permanent establishment were a separate enterprise) wlnch_ are incurred for the purposes of the
permanent establishment including executive and gencral administrative expenses so incurred, whether
in the Contracting State in which the permanent establishr_nent is situated or clsewhere. b

4. No profits shall be attributed tc a permanent establishment by reason of the mere purchase by
that permanent establishment of goods or mechandise for the enterprise. ¢

5. For the purposes of the preceding paragraphs, the profits to be attributed to the pcrrrfgm_ent
establishment shall be determined by the same method year by year unless there is good and sufficien
reason to the contrary. , . .

6. Where proﬁtsr}i,nclude items of income which are dealt with scparately in other Articles ,{Dt; .tl;xs
Convention, then the provisions of those Articles shall not be affected by the provisions of this Article.
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ARTICLE 8

Shipping and air transport
i isi i : 1 to 5, profits from the operation of
. the provisions of Article 7, paragraphs , ] : ’
ships‘ 61[\]git;zxrt':‘;'it?x?dim%rnalignal traffic shall be taxablc czinly in the Contracting State in which the
¢ e ) . i .
: i agement of the enterprise is situatcc. o ‘ ‘
placti o]rfcl{lric;)ll\;cc:](?fpcf%ectivc management of a shipping enterprise is aboard a ship, then it shall be
deemed to be situated in the Contracting State in which the home harbour of the ship is situated, or.,
if’ctchcre is no such home harbour, in the Contracting State of which the operator of the shipis a resident,

ARTICLE 9
Associated enterprises

1. Where— o .

(a) an enterprisc of a Contracting State participates directly or indirectly in the manageiment,
control or capital of an enterprise of the other Contracting State; or ‘

(b) the same persons participate dircctly or indirectly in the management, control or capital

of an enterprisc of a Contracting State and an enterprisc of the other Contracting State,

and in cither case conditions are made or imposed between the two cnterprises in their commercial or
financial relations which differ from those which would be made between independent enterprises,
then any profits which would, but for those conditions, have accrued to one of the enterprises, but, by
reason of those conditions. have not so accrued, may be included in the profits of that enterprise and
taxed accordingly.

ARTICLE 10

Dividends

1. Dividends paid by a company which is a resident of a Contracting State to a resident of the
other Contracting State may be taxed in that other Contracting State. )

2. However, such dividends may be taxed in the Contracting State of which the company paying
the dividends is a resident, and according to the laws of that Contracting State, but the tax so charged
shall not exceed 25 per cent of the gross amount of the dividends.

This paragraph shall not affect the taxation of the company in respect of the profits out of which
the dividends are paid.

3. The term *“dividends™ as used in this Article means ircome {rom shares, *‘jouissance’ shares or
“jouissance™ rights, founders’ shares or other rights, not being debt-claims, participating in profits,
as well as income from other corporate rights treated in the same way as income from shares by the
taxation laws of the Contracting Statc of which the company making the distribution is a resident.

4. The provisions of paragraphs 1 and 2 shall not apply if the recipient of the dividends, being a
resident of a Contracting State, has in the other Contracting State, of which the company paying the
dividends is a resident, a permanent cstablishment with which the holding by virtue of which the
dividends are paid is effectively connected. In such a case, the provisions of Article 7 shall apply;
they shall not prevent the imposition of tax which is due at source on such dividends according to the
laws of that other Contracting State.

5. Where a company which is a resident of a Contracting State derives profits or income from the
other Contracting State, that other Contracting State may not impose any tax on the dividends paid by
the company to persons who are not residents of that other Contracting State, or subject the company’s
undistributed profits to a tax on undistributed profits, even if the dividends paid or the undistributed
profits consist wholly or partly of profits or income arising in that other Contracting Statc.

ARTICLE 11

Interest

1. Interest arising in a Contracting State and paid to a resident of the other Contracting State may
be taxed in that other Contracting State.

2. However, such Interest may be taxed in the Contracting State in which it arises, and according
to the laws of that Contracting State, but the tax so charged shall not exceed 25 per cent of the gross
amount of the interest.
deb 3. The term “interest’ as used in this Article means income from Government securitics, bonds or

c gnturcs(,i whether or not sccured by mortgage and whether or not carrying a right to participate in

g:lcl)e rtsl,n gm,es:ssjic;igl tct> (tihte fpllowm% paragraph,Idebt-claims and deposits of every kind as well as all

) 1 imiated to income from money lent or deposited by the ion laws ontrac-
ting ftgf? in which the income arises. Y P Y the taxation faws of the C

- The provisions of paragraphs ! and 2 shall not apply if the recipient of i S i
) ] : ) : pient of the interest, being a
;(::Sr:?e:si :bfl {aslg;l)ggxt'afvtixtrlxlg Sllqulz; ?}?s :in lt)he Iother Contracting State in which the interest arises a perma-
which the debt-claim or deposit from whi i  arises is effectivel
connected. In such a case, the provisions of Arti e ey shall e e e o

of tag( \i/’l;:glhe;: ;11;1% la{) ;o&xgg& gdn tsuch_intgrest éccording to the laws of that other Contracting State.
. 1all be ‘med to arise in a Contracting St i tin
State itself, a political subdivision, a local authorit E endunt oiiihe payer is that Contracting

: - : y or a resident of that Contracting State. Where,
13°(‘;v§.‘,’ff:c‘t‘3§ P gx;sczn paying the interest, Wwhether he is a resident of a Contracting Statge or not, has in
the ix;tcx:::stlif ‘Z% er permanent establishment in connection with which the indebtedness on which
then such integ:st o alsl lanlérred, and such interest is dlrec(ly borne by such permanent establishment,
ment is situntod all be deemed to arise in the Contracting State in which the permanent cstablish-
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6. Where, owing to a special relationship between the paver a

nd the recipie - S .
between both of thqm and some qther.person, the amount of the interest paid.phaiftin(z;1 l‘ggl':?c?nlor ]0]
debt-claim or deposit for which it is paid, exceeds the amount which would have been agreEa upc?ntt;;

the payer and the recipient or dcposigor in the absence of such relationship, the provisi )
Article shall apply only to the last-mentioned amount, In that case, the excess I%r[ Of!]hc p;\xlg;lesngfsihxﬁ
remain taxable according fo the law of each Contracting State, due regard being had to the l;q ;
provisions of this Convention. other

ARTICLE 12

Royalties .

1. Any royalty derived iirom sources within onc of ths Contracting
Contracting State who is subject to tax in that other State in respeet thereof s Ibe
in that first-mentioned State: Provided that where any such royz]x’lly is in resp?cat] o?i:ﬁi(eel::mtogrr.oq;’hlg?
television films, tax may be imposed thereon in the State from which the royalty is derived. but the tax
SO imposcdlshall not exceed tax at the rate applicable to companies on 15 per cent of the £ross amount
of the royalty.

2. lea/c term “‘royalties’ as used in this Article means payment of any kind received as a considera-
tion for the use of, or the right to use, any copyright of literary, artistic or scientific work, (including
cinematograph films and ﬁhn§ or tapes for radio or television broadcasting), any patent, trade-mark
design or model, plan, secret formula or process, or for the use of, or the right to use, industrial, com-
mercial or scientific equipment, or for information concerning industrial, commercial or scientific
experience. but does not include any amount paid in respect of the operation of a mine, oil well or quar-
ry or of any other extraction of natural resources,

3. The provisions of paragraph 1 shall not apply if the recipient of the royalties, being a resident of
a Contracting State, has in the other Contracting State in which the royalties arise a permanent
establishment with which the right or property giving rise to the royalties is effectively connected. in
such a case, the provisions of Article 7 shall apply. i

4. Royalties shall be deemed to arise in a Contracting State when the payer is that Contracting
State itself, a political subdivision, a local authority or a resident of that Contracting State. Where,
however, the person paying the royalties, whether he'is a resident of 2 Contracting State or not, has ina
Contracting State a permanent establishment in connection with which the liability to pay the
royalties was incurred, and such royalties are directly borne by such permanent establishment, then
such royalties shall be deemed to arise in the Contract; ng State in which the permanent establishment is
situated.

5. Where, owing to a special relationship between the payer and the recipient or between both of
them and some other person, the amount of the royalties paid, having regard to the use, right or
information for which they are paid, exceeds the amount which would have been agreed upon by the
payer and the recipient in the absence of such relationship, the provisions of this Article shall apply
only to the last-mentioned amount. In that case, the excess part of the payments shall remain taxable
%ccording to the law of ecach Contracting State, due regard being had to the other provisions of this

onvention.

States by a resident of the other

ARTICLE 13

Capital gains

I. Gains from the alienation of immovable property, as defined in paragraph 2 of Article 6, may
be taxed in the State in which such property is situated. In this paragraph “immovable property
shall include rights—other than shares dealt in on a stock exchange—in a real estate association
(being an association the greater part of whose assets are immovable property or rights in xmmovabl_e
property). The said rights shall be deemed to be situated in the State in which the immovable property
giving rise to such capital gain is situated. . .

2. Gains from the alienation of movable property forming part of the business property of a
permanent establishment which an enterprise of a Contracting State has in the other Contracting State
or of movable property pertaining to a fixed base available to a resident of a Contracting State in the
other Contracting State for the purpose of performing professional services, including such gains ﬁrorr;~
the alienation of such a permanent establishment (alone or together with the whole enterprise) or of
such a fixed base, may be taxed in that other Contracting State. However, gains from the _algenatloné)
ships and aircraft operated in international traffic and of moveable property pertaining to t ‘;
0§eration of such ships and aircraft shall be taxable only in the Contracting State in which the place o
efiective management of the enterprise is situated. . .

3. Gains from the alienation gf any other property shall be taxable only in the Contracting State
of which the alienator is a resident.

ARTICLE 14

Grants
. . s ftoa
A grant given by one of the Contracting States, a political subdivision, or any agency thereof tc
resident of the other Contracting State under the laws of and for the P’:‘rp%set %fsiggﬁ?o%gg
Investment in the first-mentioned Contracting State, shall be taxable only in that fir
Contracting State, |



ARTICLE 15

Independent personal services

I. Income derived by a resident of a Contracting State in respect of professional serviceg or other
independent activities of a similar character shall be taxable only in that State unless such income ig
not subject to tax in that State or such resident has a fixed base regularly available to him in the other
Contracting State for the purpose of performing his activitics. If he has such} a fixed base, such part of
that income as is attributable to that base may be taxed in that other State. If he has no such fixed base
and the income is not subject to tax in the Contrgctmg Statc. of whnph hie is a resident hq may be taxed
in the other Contracting State on the income derived from his activities performed therein.

2. The term *“‘professional services™ includes especially indepedent scientific, literary, artistic,
educational or tcaching activities as well as the independent activities of physicians, lawyers, engineers,
architects, dentists and accountants.

ARTICLE 16

Dependent personal services

1. Subject to the provisions of Articles 17, 19 and 20, salaries, wages and other similar remuneration
derived by a resident of a Contracting State in respect of an employment shall be taxable only in that
Contracting State unless the employment is exercised in the other Contractmg State. If the employment
is so exercised, such remuncration as is derived therefrom may be taxed in that other Contracting
State.

2. Notwithstanding the provisions of paragraph 1, remuneration derived by a resident of g
Contracting State in respect of an employment exercised in the other Contracting State shall be
taxable only in the first-mentioned Contracting State, if—

(a) it relates to an activity exercised in that other Contracting State during a period or
periods—including the duration of normal work interruptions—not exceeding in the
aggregate 183 days in the calendar year concerned, and

(b) the remuneration is paid by, or on behalf of, an employer who is not a resident of that
other Contracting State, and

(c) the remuneration is not borne as such by a permanent establishment or a fixed base which
the employer has in that other Contracting State.

3. Notwithstanding the provisions of paragraphs 1 and 2, remuneration in respect of anp
employment exercised aboard a ship or aircraft operated in international traffic may be taxed in the
Contracting State in which the place of effective management of the enterprise is situated.

ARTICLE 17

Directors’ Fees

1. Fees and other remuneration derived by a resident of a Contracting State in his capacity as a
member of the board of directors of a company which is a resident of the other Contracting State may
be taxed in that other Contracting State.

2. The remuneration which a person to whom paragraph 1 applies derives from the company in

Nolwitshst_a.nding the provisions of Articles 15 and 16, income derived by public entertainers, such
as theatrp, motion picture, radio or television artistes and musicians, and by athletes, from their depen-
dent or independent personal activities as such (including such income derived by corporate bodies
controlled by them, or derived by any other person) may be taxed in the Contracting State in which
these activities are exercised. The fact that _the corporate body or other person has no permanent

establishment in the Contracting State in which these activities are exercised shall not preclude that
State from taxing the income so derived.

ARTICLE 19

. Pensions
Subject to the Provisions of paragraph 2 of Article 20, so much of any pension or other similar
founeration paid to a resident of a Contracting State ang received by him in that State in considera-
gt(;r:cof past employment in the other Contracting State shall be taxable only in the first-mentioned

ARTICLE 20

Governmenial Functions

1. Remuneration (other than pensions) paid by, or out of funds ¢ f the Contractin
S:::es or a political Subdivision or local authority thereof to any indivix'g‘ax;?c}ol;ys,e?&ecgg r:ndered fo thagt
o nca?:r:i sﬂxy&xgaél subdnvmpn or focal authority thereof in the discharge of functions of a governmen-
aln .t"- t.lu'w eXempt from lax in the other Cpntractmg State if the individual is not ordinanly

1dent in that other State or js ordinarily resident in that other State solely for the purpose of render-



2. Any pension paid by. or out of fundg; crpa}lGd by, one of e Contracting g, -
subdivision or local authority thereof“l‘o any individual for services rendered] tc<§“l1l&'uSlSd‘lcs or  Political
subdivision or local authority thereof in the discharge of functions of enia € Or & politica]

A " \ 4 governme G
exempt from tax in the other Contracting State in SO far as the eMuneration forn:glosglsmens}mu be
exempt from tax in that other State under paragraph 1 of this aricle OF WOuld have pea qgr;(uces \Ya'?‘
SO exempt j

this Covention had been in force when the remuneration was paid.

3. The provisions of this article shall not apply to payments in respect
connection with any trade or busme§s carried on by either of the Contractj
subdivision or local authority thereof for purposes of profit,

ARTICLE 21
Teacliers qnd Students

1. Notwithstanding the provisions af Article 16, a professor or teacher w - o
visit to one of the Contracting States for a period not exceeding two years for }’;’,2 ;Lig%sseaotf?;poﬁm
at a university, college. school or other cducational institution jp that Contracting State and whgcie o
immediately before such visit was, « resident of the other Contracting State shall, in respect of remano’
ration for such teaching, be exempt from tax in the first-mentioned State if he is subject to 1ay in tl;:-
other Contracting State in respect of such remuneration. ; - ¢

2. A student or business apprentice who Is present in a Contracting State solely for the purpose of
his education or training and who is, or immediately before being so present Was, a resident of the other
Contracting State shall be exempt from tax in the first-mentioned Contraciing State on payments recej-
ved from outside that first-mentioned Contracting State for the purposes of his maintenance, education

or training,

of services rendered in
ng States ar 4 politica)

ARTICLE 22

Ifncome nor expressly mentioned

Any income not dealt with in the foregoing provisions of this Convention derived by a resident
of a Contracting State who is subject to tax there in respect thereof shall be subjected to tax only in
that State,

IV. PROVISIONS FOR ELIMINATION OF DOUBLE TAXATION

ARTICLE 23

I. (a) Where Israeli tax is payable under the law of Isracl and in accordance with this Convention,
whether directly or by deduction, on income derived from sources within Israel by a resident of South
Africa, South Africa shall cither impose no tax on that income or shall, stibject to such provisions
(which shall not affect the general principle hereof) as may be enacted in South Africa, allow as a credit
against any South African tax payable in respect of that income so much of the Israeli tax as does not
exceed the South African tax,

(b) If Israeli tax on dividends or interest has been wholly or partly relieved for a period of time
under provisions of Israeli tax law which are certified by the competent authority of Israel to be for
the encouragement of the Isracli economy, the amount to be allowed as a credit against the South
African tax on such income shall be an amount of tax which would have been impose_d by Israel if no
such relief or reduction had been granted, and, wherc the taxpayer is a company, the said amount shall,
for the purposes of the undistributed profits tax levied by South Africa, be deemed to be a tax on income
payable by the company. L

2. (a) Where a resident of Israel derives profits, income or capital gains which, in accordance
with the provisions of this Convention, may be taxed in South Africa, Isracl shall, subject to the
provisions of the law of Isracl, allow as a credit against the Israeli tax of that person, an amount
cqual to the tax paid in South Africa. The credit shall not, however, exceed that part of the tax as
computed before the credit is given, which is appropriate to the profits, income or capital gains which
may be taxed in South Africa.

(b) Where an enterprise of Israel carries on business in South Africa through a permanent esta-
blishment situated in an economic development area and South African tax on the profits attrxbu?_able
to such permanent establishment has been wholly or partly relicved under provisions of South African
tax law relating to enterprises in such areas, the amount to be allowed as a credit against the Israeli ta;:
on such profits shall be an amount of tax which would have been imposed by South Africa 11’310 suc
relief had been granted. For the purposes of this subparagraph *‘economic development area]s Al}e?ns
an area contemplated in section 1]7er (1) of the Income Tax Act, No. 58 of 1962, of South e ?C‘i‘s-

3. Paragraphs | and 2 of this article shall have no application in relation to any tax which
repayable.

V. SPECIAL PROVISIONS
ARTICLE 24

Non-discrimination . to an
1. The nationals of Contracting State shall not be subjected in the other Contracting Stattgag %hg
taxation or any requirement connected therewith which is other or more b_urdens?m_e e
taxation and connected requirements to which nationals of that other Contracting State in ¢
Clrcumstgxnces are or may be subjccted.
2. The term “nationals” means: c ting State
(a) All individuals ossessing the nationality of a ontracting State; e
(b) all legal person;s’, partne%ships and associations deriving their status as such from th
law in force in a Contracting State.



Xation on a permancnt establishment which an enterprise of a Contracm]g State has in the
other&C’E?;;‘::tlcting Slal% shall not be less i'avourab]y fevied in lh.a_t other Conlruclmg_ S.tf“e than the
taxation levied on enterprises of that other Contracting State carrying on the same activities.

This provision shall not be construcd: ‘

(a) As preventing a Contracting State from taxing the total amount of the profits attributable
to a permanent establishment available in that Contracting State to a company which js 5
resident of the other Contracting State, or to an association having its place of
management in that other Contracting State, at the rate fixed by s national law, provided
such rate does not exceed in principle the hlgﬁtst rate applicable to the total or 4
fraction of the profits of companies which are residents of the first-mentioned Contracting
State; . . .

(b) as obliging a Contracting State to grant to residents of the other Contracting State any
personal allowances, reliefs and reductions for taxation purposes on account of cjyil
status or family responsibilities which it grants to i1ts own residents,

4. Enterpriscs of a Contracting State, the capital of which is wholly or partly owned or controlled,
directly or indirectly, by one or more residents of the other Contraqtmg State, shall not be subjected in
the first-mentioned Contracting State to any taxation or any requirement connected therewith which
is other or more burdensome than the taxation and connected requirements to which other similar
enterprises of that first-mentioned Contracting State arc or may be subjected. .

5. In this Article the term “taxation” means the taxes which are the subject of this Convention.

ARTICLE 25

Mutual agreement procedure

1. Where a resident of a Contracting State considers that the actions of one or both of the
Contracting States result or will result for him in taxation not in accordance with this Convention, he
may, without prejudice to the remedies provided by the national laws of these States, address to the
competent authority of the Contracting State of which he js a resident an application in writing
stating the grounds for claiming a revision of that taxation.

2. The competent authority referred to in paragraph 1 shall endeavour, if the objection appears to
it to be justified and it'it is not able to arrive at an appropriate solution, to resolve the case by mutual
agreement with the competent authority of the other Contracting State with a view to the avoidance
of taxation not in accordance with this Convention.

3. The competent authorities of the Contracting States shall endeavour to resolve by mutual
agreement any difficulties or doubts arising as to the application of this Convention, They may also
consult together for the elimination of double taxation in cases not provided for in this Convention,

4. The competent authorities of the Contracting States may agree on the subject of the necessary
administrative measures to carry out the provisions of this Convention and particularly in the matter
of the proofs to be furnished by the residents of either Contracting State in order to benefit in the
other Contracting State from the exemptions from or reductions in tax provided in this Convention,

ARTICLE 26

Exchange of information

) . The competent authorities of the Coutracting States shall exchange such information (being
information which such authorities have in proper order at their disposal) as is necessary for the
carrying out of this Convention, in particular for the prevention of fraud, and for the administration
of the statutory provisions against legal avoidance concerning taxes covered by this Convention. Any
mform?pon so exchanged shall be treated as sccret and shall not be disclosed to any persons or
authorities other than those concerned with the assessment or collection of the taxes which are the
subject of this Convention,

2. In No case shall the provisions of paragraph 1 be construed so as to impose on a Contracting
State the obligation:

(@) To carry out administrative measures at variance with the laws or the administration of
that or of the other Contracting State;

(b) to supply particulars which are not obtainable under the laws or in the normal course of
the administration of that or of the other Contracting State;

(¢) to supply information which would disclose any trade, business, industrial, commercial

or p;ofessjonal secret, or information the disclosure of which would be contrary to
public policy.

ARTICLE 27

are the subject of Article 2.
2. Nothing in this Convention shall affect the

consular mission under the general rules of internati
ments.

. 3. For the purposes of this Convention, persons Wwho are members of a diplomatic or consular
mission of a Contractmg State in the other Colltracting State or in a third State and who are nationals

of the sending State, shall be deemed to be residents of the sending State if they are submitted therein

to the same obligations in Tespect of taxes on income and capital gai‘ns as are residents of that State.

fiscal privileges of members of a diplomatic or
onal law or under the provisions of special agree-
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4. This Convention shall not apply to international organisations, {o organs or officials thereof
and to persons who are members of a diplomatic or consular missjon of a third State, being present in

a Cont_racting Statc and not treated in either Contractihg State as residents in respect of taxes on income
or capital gains. )
. 3. The competent -authorities of the Contracting States may communicate w

. : thori S T iith each other
._directly for the pm;%ose .of giving effect to the provisions of this Convention and for resolving any
“difficulty of doub_t/ gw o the application or interpretation of this Convention.,

ARTICLE 28

Suspension of shipping and aircrqﬂhagreemem of 1952
The agreement between the Union of South Africa and the Government of Israel constituted by the
exchange of notes, dated 24 December 1952, for the avoidance of double taxation on income and

proﬁté from sea and air transport shall not have effect for any year or period for which this Convention
has ecffect.

ARTICLE 29

Entry into force
1. This Convention shall be ratified and the instruments of ratification shall be exchanged at
Jerusalem as soon as possible.

2. This Convention shall enter into force upon the exchange of instruments of ratification and its
provisions shall have effect:

(@) In _Ilssracl, as respects taxes which are levied for tax ycars commencing on or after | April
1978;

(b)in South Africa, as respects taxes which are levied for years of assessment commencing
on or after | March 1978;

(c) in both Cpnlrag:tmg States, as respects taxes withheld at source on dividends, interest
and royalties paid or accrued, thirty (30) days after the date on which this Convention enters
into force.

ARTICLE 30

Termination

This Convention shall remain in force indefinitely but either of the Contracting States may termi-
nate the Convention, through the diplomatic channel, by giving to the other Contracting State written
notice of termination not later than 30 June of any calendar year from the fifth yvear following that in
which the instruments of ratification were exchanged. In such event the Convention shall have effect
for the last time:

(a) In Israel, as respects taxes which are levied for tax years commencing on or after | April
in the calendar year next following that in which the notice is given;

(b) in South Africa, as respects taxes which are levied for any years of assessment commencing
on or after 1 March in the calendar year next following that in which the notice is given;

(c) in both Contracting States, as respects taxes withheld at source, on dividends, interest and
royaltics paid or accrued after the end of the calendar year in which such notice is given,

IN WITNESS WHEREOF the undersigned, being duly authorised thereto, have signed this
Convention,

DONE in duplicate at.... C.& eTQWIl ............. this............ tenth day

of,...Féerﬁ.I.‘.. Lo 1978, in the English, Afrikaans and Hebrew languages, all three texts
being equally auth¥ntic except that in the case of doubt the English text shall prevail.

FOR THE GOVERNMENT OF SOUTH AFRICA: FOR THE GOVERNMENT OF ISRAEL:



