GOVERNMENT NOTICE

SOUTH AFRICAN REVENUE SERVICE

No. 126 10 February 2006
INCOME TAX ACT, 1962

AGREEMENT BETWEEN THE REPUBLIC OF SOUTHAFRICA AND THE FEDERAL
DEMOCRATIC REPUBLIC OF ETHIOPIA FOR THE AVOIDANCE OF DOUBLE TAXATION
AND THE PREVENTION OF FISCAL EVASION WITH RESPECT TO TAXES ON INCOME

In terms of section 108(2) of the Income Tax Act, 1962 (Act No 58 of 1962), read in conjunction
with section 231(4) of the Constitution of the Republic of  South Africa, 1996 (Act No 108 of
1996), it is hereby notified that the Agreement  for the avo idance of double taxation and the
prevention of fiscal ev asion with respect to ta xes on income set out in the Schedule to this
Notice has been entered into with t he Federal Democratic Republic of Ethiopia and has been
approved by Parliament in terms of section 231(2) of the Constitution.

It is further notified in terms of paragraph 1 of Article 27 of the Agreement, that the date of entry
into force is 4 January 2006.



AGREEMENT BETWEEN THE REPUBLIC OF SOUTH AFRICA AND THE FEDERAL
DEMOCRATIC REPUBLIC OF ETHIOPIA FOR THE AVOIDANCE OF DOUBLE TAXATION
AND THE PREVENTION OF FISCAL EVASION WITH RESPECT TO TAXES ON INCOME

Preamble

The Republic of South Africa and the Fe deral De mocratic Re public of Et hiopia desi ring to
conclude an Agreement for the avoidance of d ouble taxation and the prevention of fiscal evasion
with respect to taxes on income,

Have agreed as follows:

Article 1
Persons Covered
This Agree ment shall app ly to persons who a re residents of one or both of the Co ntracting
States.
Article 2
Taxes Covered

1. This Agreement shall apply to taxes on income imposed on beh alf of a Contracting State
or of its political subdivisions, irrespective of the manner in which they are levied.

2. There s hall be regarded as ta xes on income all ta xes i mposed o n total income, or on
elements of income, in cluding taxes on gai ns fro m the alienation of mo vable or immovable
property.

3. The existing taxes to which the Agreement shall apply are:
(a ) in Ethiopia:

(i) the tax on income from employment and related emoluments;

(i) the tax on income from incorporated and unincorporated business including
tax on income fro m ag ricultural act ivities an d t ax on income fro m re al
estate rent;

(iii) the taxes on income derived from services rendered abroad;

(iv) the tax on dividends, royalties and chance winnings; and

(v) the capital gains tax;

(hereinafter referred to as “Ethiopian tax”); and



in South Africa:

i) the normal tax;

(i) the secondary tax on companies; and
(iii) the withholding tax on royalties;

(hereinafter referred to as “South African tax”).

4, The Agreement s hall ap ply als o to any id entical or su bstantially si milar ta xes t hat are
imposed by either Contracting State after the date of signature of the Agreement in addition to, or
in place of, the e xisting taxes. The competent authorities of the Con tracting States shall notify
each other of any significant changes that have been made in their respective taxation laws.

Article 3

General Definitions

1. For the purposes of this Agreement, unless the context otherwise requires:

(@)

the term “Ethiopia” means the Federal Democratic Republic of Ethiopia and, when
used in a geographical sense, it means the national territory and any other area
which in acc ordance with international law and the laws of Ethiopia is or may be
designated asana reainwh ich Ethiopia e xercises so vereign rig hts or its
jurisdiction; and

the term “South Africa” means the Republic of So uth Africa and, when used in a
geographical sense, includes the territorial sea thereof as well as any area outside
the territorial sea, including the continental shelf, which has been or may hereafter
be designated, under the laws of South Africa and in accordance with international
law, as an are a wit hin which South Africa may e xercise so vereignrightso r
jurisdiction;

the terms “a Contracting State” and “the other Contracting State” mean Ethiopia or
South Africa, as the context requires;

the term “business” includes the performance of professional services and of other
activities of an independent character;

the term “company” means any body corporate or any entity thatis t reated as a
company or body corporate for tax purposes;

the term “competent authority” means:
(i) in Ethiopia, the Minister of Finance or an authorised representative; and
(i) in South Africa, the Commissioner for the South African Revenue Service

or an authorised representative;

the term “enterprise” applies to the carrying on of any business;



(h) the terms “ent erprise o fa Con fracting Sta te” and “en terprise of the ot her
Contracting State” mean re spectively an enterprise carried on by a resident of a
Contracting Sta te and anen terprise ca riedonb y are sidento ft he ot her
Contracting State;

(i) the term “international traffic’ means any transport by a ship or aircraft operated by
an enterprise of a Contracting State, except when the ship or aircraftis operated
solely between places in the other Contracting State;

() the term “national” means:
(i) any individual possessing the nationality of a Contracting State;
(i) any legal person or association deriving its status as such from the laws in
forceina Contracting State a ndincludes a partnership inthe caseof
Ethiopia;

(k) the term “person” includes an individual, a company and any other body of persons
that is treated as an entity for tax purposes; and

()] the term “tax” means Ethiopian tax or So uth African tax, as the co ntext requires,
but does not include any penalties or fines in respect of any default or omission in
relation thereto.

2. As regards the application of the provisions of the Agreement at any time by a Contracting
State, any term not defined therein shall, unless the context otherwise requires, have the meaning
thatith asatthattime under the law ofthat State forthe purposes of the t axes to which the
Agreement applies, any me aning under the applic able tax laws of that State prevailing over a
meaning given to the term under other laws of that State.

Article 4
Resident

1. For the purposes of this Agreement, the term “resident of a Contracting State” means any
person who , und er the | aws of t hat State, isli able to tax therein by reason ofth atp erson’s
domicile, residence, p lace of management or a ny o ther criterion of a similar nature, and al so
includes that State and any p olitical subd ivision or lo cal authority thereof. T his term, however,
does notinclude any person whoisliabletotaxint hat State in respect only of income from
sources therein.

2. Where by reason of t he p rovisions of p aragraph 1 anindividual is a resident of both
Contracting States, then that individual’'s status shall be determined as follows:

(a) the i ndividual shallbe deemedto be a resident solely of the Statein which a
permanent home is available to the individual; if a permanent home is available to
the individual in both States, the individual shall be deemed to be a resident solely
of the State with which the individual’s personal and economic relations are closer
(centre of vital interests);

(b) if sole residence cannot be determined under the provisions of subparagraph (a),
the individual shall be dee med to be a resident solely of the Stat e in which the
individual has an habitual abode;



3.

1.

2.

(d)

if t he individual has an habitual abode in b oth States orin neither of them, the
individual s hallb e deemedto b e aresidentsolely of the State of whichthe
individual is a national;

if the individual is a national of both States or of neither of them, the co mpetent
authorities of the Contracting States shall settle the question by mutual agreement.

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 solely of the State in
which its place of effective management is situated.

Article 5

Permanent Establishment

For the purposes of this Agreement, the term “permanent establishment” means a fixed
place of business through which the business of an enterprise is wholly or partly carried on.

The term “permanent establishment” includes especially:

a place of management;

a branch;

an office;

a factory;

a workshop;

a warehouse, in relation to a person providing storage facilities for others;

a mine, an oil or gas well, a quarry or any other place of extraction or exploitation of
natural resources; and

a farm, a pl antation or any other place whe re agricu ltural, fores try, plantation or
related activities are carried on.

The term “permanent establishment” likewise encompasses:

(@)

a building site, a construction, assembly or installation project or a ny supervisory
activity in connection with such site or project, but only where such site, project or
activity continues for a period of more than six months;

the furnishing of services, including consultancy services, by an enterprise through
employees or other personnel engaged by an enterprise for such purpose, but only
where activities of that nature continue (for the same or a connected project) within
the Contracting State for a period or periods aggregating more than six months in
any twelve-month period commencing or ending in the fiscal year concerned;

the performance of professional s ervices o r o ther activities of a n i ndependent
character by anindividual, but only where those services or a ctivities co ntinue
within a Co ntracting St ate for a p eriod or periods aggregating mo re tha n six
months in any t welve-month p eriod co mmencing or ending in th e fis cal year
concerned.



4, Notwithstanding the pre ceding pro visions of thi s Art icle, the term “permanent
establishment” shall be deemed not to include:

(a) the use of faci lities solely for th e purpo se of sto rage or disp lay of g oods or
merchandise belonging to the enterprise;

(b) the maintenance of a stock of go ods or me rchandise belonging to the enterprise
solely for the purpose of storage or display;

(c) the maintenance of a stock of go ods or me rchandise belonging to the enterprise
solely for the purpose of processing by another enterprise;

(d) the maintenance of a fixed place of business solely for the purpose of purchasing
goods or merchandise, or of collecting information, for the enterprise;

(e) the maintenance of a fixed place of business solely for the purpose of ad vertising,
for the supply of i nformation, for s cientific res earch or for similar activities which
have a preparatory or auxiliary character for the enterprise; and

() the maintenance of a fixed place of business solely for any combination of activities
mentioned in subparagraphs (a) to (e), provided that the overall activity of the fixed
place of bus iness resulting from this combination is of a p reparatory or auxiliary
character.

5. Notwithstanding th e provisions of p aragraphs 1 and 2, where a p erson —othe rthan an
agent of an independent status to whom paragraph 7 applies —is acting in a Contracting State on
behalf of an enterprise of the other Contracting State, that enterprise shall be deemed to have a
permanent establishment in the first-mentioned Contracting State in respect of any activities which
that person undertakes for the enterprise, if such a person:

(a) has and habitually exercises in that State an authority to conclude contracts in the
name of the enterprise, unless the activities of such person are limited to those
mentioned in pa ragraph 4 whic h, if e xercised through a fixed place of b usiness,
would not make this fixed place of business a permanent establishment under the
provisions of that paragraph; or

(b) has no such authority, but habitually maintains in the first-mentioned State a stock
of goods or merchandise from which goods or merchandise are regularly delivered
on behalf of the enterprise.

6. Notwithstanding t he preceding p rovisions o f t his Article, an i nsurance en terprise of a
Contracting State shal |, exc eptinreg ard to reins urance, be dee med to ha ve a perma nent
establishment in the other Contracting State ifi t collects premiums in the te rritory of that other
State or insures risks situated therein through a person other than an agent of an independent
status to whom paragraph 7 applies.

7. An enterprise shall not be deemed to have a permanent establishmentin a Contracting
State merely because it carries on b usiness in t hat State through a b roker, general commission
agent or any other agent of an in dependent status, provided that such persons are acting in the
ordinary course of their business.

8. 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 oth er Stat e (whe ther through a perma nent est ablishment or otherwise), shall not of its elf
constitute either company a permanent establishment of the other.



Article 6
Income from Immovable Property

1. Income derived by a resident of a Contracting State from immovable property, situated in
the other Contracting State may be taxed in that other State.

2. The term “immovable property” shall have the meaning which it has under 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, rights to which the provisions of general 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 1 shall apply to income derived from the direct use, letting or
use in any other form of immovable property.

4. The provisions of p aragraphs 1 an d 3 shall also ap ply to the in come from i mmovable
property of an enterprise.

Article 7
Business Profits

1. The profits of an enterprise of a Contracting State shall be taxable only in that State unless
the e nterprise carri esonbu sinessinthe o ther Contracting St atet hroughap ermanent
establishment situated therein. If the enterprise carries on business as aforesaid, the profits of the
enterprise may be taxed in the other State but only so much of them as is attributable to:

(a ) that permanent establishment;
(b) sales in that other State of g oods or merchandise of the same or similar kind as
those sold through that permanent establishment; or
(c) other business activities carried on in that other State of the same or similar kind as
those effected through that permanent establishment.

2. Subject to t he pro visions of pa ragraph 3, whe re an en terprise o fa Cont racting Stat e
carries on b usiness in the other Contracting State through a pe rmanent establishment si tuated
therein, there shall in ea ch Contracting State be attributed to that pe rmanent establishment the
profits which it might be expected to make if it were a distinct and separate enterprise engaged in
the s ame orsi milar acti vities u nder the s ame or si milar co nditions an d de aling who Ily
independently with the enterprise of which it is a permanent establishment.

3. In determining the profi ts ofa permanent es tablishment, the re sha llbe allowed a s
deductions expenses which a re inc urred f or t he p urposes of t he permanent e stablishment,
including e xecutive and general administrative expenses so i ncurred, whether in the Contracting
State in which the permanent establishment is situated or elsewhere.



4, In sofaras it has been customary in a Contracting State to determine the profits tobe
attributed to a permanent establishment on the basis of an apportionment of the total profits of the
enterprise to its vari ous parts, nothing in pa ragraph 2 sh all preclude that Contracting State from
determining the profits to be taxed by such an apportionment as may be customary. The method
of apportionment adopted shall, however, be such that the result shall be in acc ordance with the
principles contained in this Article.

5. No p rofits s hall b e at tributedt 0 a permanent establishment b y reas on oft he mere
purchase by that permanent establishment of goods or merchandise for the enterprise.

6. For the purposes of the preceding paragraphs, the profits to be attributed to the permanent
establishment shall be determined by the same method year by year unless there is go od and
sufficient reason to the contrary.

7. Where profits include items of income which are dea It with separately in other Articles of

this Agreement, then the provisions of those Articles shall not be affected by the provisions of this
Article.

Article 8

Shipping and Air Transport

1. Profits of an enterprise of a Contracting State from the o peration of sh ips or a ircraftin
international traffic shall be taxable only in that State.

2. For the purposes of this Atrticle, profits from the operation of ships or aircraft in international
traffic shall include profits derived from the rental on a bare boat basis of ships or aircraft used in
international traffic, if such profits are incidental to the profits to which the provisions of paragraph

1 apply.

3. Profits of a n e nterprise of a Contracting Sta te fro mt he use orrent al of co ntainers
(including trailers, ba rges and related eq uipment for the transport of ¢ ontainers) us ed for t he
transport in international traffic of goods or merchandise shall be taxable only in that State.

4. The provisions of paragraph 1 shall also apply to profits from the participation in a pool, a
joint business or an international operating agency.

Article 9
Associated Enterprises

1. Where:

(@) an e nterprise of a Contracting State pa rticipates di rectly ori ndirectlyint he
management, control or capital of an enterprise of the other Contracting State, or



(b) the same persons participate directly or indirectly in the management, control or
capital o f an e nterprise of a Contracting State and an enterprise o ft he other
Contracting State,

and i n ei ther ca se co nditions a re ma de ori mposed b etweent he two enterprisesint heir
commercial or fin ancial rel ations which di ffer fro mt hose wh ich would be made b etween
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.

2. Where a Contracting State includes in the profits of an enterprise of that State — and taxes
accordingly — profits on wh ich an en terprise of th e other Contracting State has been charged to
tax in that other State and the p rofits so incl uded are prof its which would have accrued to the
enterprise of the first-mentioned State if t he conditions made be tween the two enterprises had
been those which would have been made between independent enterprises, then that other State
may make an appropriate adjustment to the amount of the tax charged therein on those profits. In
determining such adjustment, due regard shall be had to the other provisions of this Agreement
and the competent authorities of the Contracting States shall if necessary consult each other.

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 State.

2. However, such dividends may also be taxed in the Con tracting State of which the
company paying the dividends is a r esident and according to the laws of that State, but if the
beneficial o wner of the dividends is a residen t of the other Contracting State, the tax s o]
charged shall not exceed 10 per cent of the gross amount of the dividends.

The competent authorities of the Contracting States shall settle the mode of a pplication of this
limitation by mutual agreement.

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 us ed in t his Article means inc ome fro m sh ares, “jouissance”
shares or “jouissance” righ ts, mining sh ares, fo unders’ s hares or o ther rights, n ot being d ebt-
claims, participating in profits, as well as income from other corporate rights which is subjected to
the same taxation treatment as income from shares by the laws of the State of which the company
making the distribution is a resident.

4, The p rovisions of paragraphs 1 and 2 s hall n ot apply if t he beneficial o wner of the
dividends, being a resident of a Contracting State, carries on business in the other Contracting
State of whichth e company pa yingth e dividendsisa  resident, througha permanent
establishment situated therein and the holding in res pect o f which th e dividends are paid is
effectively connected with such permanent establishment. In such case, the provisions of Article 7
shall apply.



5. Where a company which is a resident of a Contracting State derives profits or income from
the other Contracting State, that other State may not impose any tax on the dividends paid by the
company, except in so far as such dividends are paid to a resident of that other State or in so far
as the holding in respect of which the dividends are paid is effectively connected with a permanent
establishment situated in that other State, nor subject the company’s undistributed profits to a tax
on th e company’s un distributed profits, evenif the dividends paid or the un distributed profits
consist wholly or partly of profits or income arising in such other State.

Article 11
Interest

1. Interest arising in a Contracting Stat e and paid to a residen t of the other Contracting
State may be taxed in that other State.

2. However, such interest may also be taxed int he Contracting State in which it arises
and according to the laws of that State, but if the beneficial owner of the interest is a resident of
the other Contracting State, the tax so charged shall not exceed 8 per cent of the gross amount
of the interest. The competent authorities of the Contracting States shall by mutual agreement
settle the mode of application of this limitation.

3. Notwithstanding the provisions of paragraph 2, interest arising in a Contracting State shall
be exempt from tax in that State if:

(a) the payer of the interest is the Government of that Contracting State or a political
subdivision or a local authority thereof; or

(b) the interest is paid to the Government of the other Contracting State or a political
subdivision or a local authority thereof; or

(c) the interest is paid to the National Bank of Ethiopia or the South African Reserve
Bank; or

(d) the interest is paid to any institution or b ody (including a fi nancial i nstitution) in
relation toloans made in ap plication of a n a greement c oncluded between the
Governments of the Contracting States.

4, The term “interest” as used in this Article means income from debt-claims of every kind,
whether or not s ecured by mortgage and whether or not carrying a ri ght to p articipate int he
debtor’s profits, and in particular, income from government securities and income from bonds or
debentures, incl uding p remiums an d prize s att aching to su ch securities, bond s or d ebentures.
Penalty charges for late payment shall not be regarded as interest for the purposes of this Article.

5. The provisions of paragraphs 1, 2 and 3 sha Il not ap ply if th e be neficial ow ner of the
interest, being a resident of a Contracting State, carries on business in the other Contracting State
in which the interest arises, through a p ermanent es tablishment situated th erein and the debt-
claimin res pecto f whicht hein terest is p aid is e ffectively con nected wi th suc h permanent
establishment. In such case, the provisions of Article 7 shall apply.



6. Interest shall be deemed to arise in a Contracting State when the payer is a re sident of
that State. Where, however, the person paying the interest, whether that person is a resident of a
Contracting State or not, has in a Contracting State a permanent establishment in connection with
which the indebtedness on which the interest is paid was incurred, and such interest is borne by
such permanent establishment, then such interest shall be deemed to arise in the State in which
the permanent establishment is situated.

7. Where, by reason of a special relationship between the payer and the beneficial owner or
between both of th em and some other person, the amount of the interest, having regard to t he
debt-claim for which itis paid, exceeds the amount which would have been agreed upon by the
payer and the beneficial owner in the absence of such relationship, the provisions of this Article
shall apply only to the last-mentioned amount. In such case, the excess part of the payments shall
remain taxable according to the laws of each Contracting State, due regard being had to the other
provisions of this Agreement.

Article 12
Royalties
1. Royalties arising in a Contracting State and paid to a resid ent of the other Contracting
State may be taxed in that other State.
2. However, such royalties may also be t axed in the Contracting State in which they arise,

and according to the laws of that State, but if the beneficial owner of the royalties is a resident of
the other Contracting State, the tax so charged shall not exceed 20 per cent of the gross amount
of the royalties. The competent authorities of the Contracting States shall by mutual agreement
settle the mode of application of this limitation.

3. The term “royalties” as used in thi s Article means payments of an y kind received as a
consideration for the use of, or the right to us e, any copyright of literary, artistic or scientific work
(including cinematograph films and films, tapes or discs for radio or television broadcasting), any
patent, trade mark, design or model, plan, secret formula or process, or for information concerning
industrial, commercial or scientific experience.

4, The p rovisions of paragraphs 1 and 2 s hall n ot apply if t he beneficial o wner of the
royalties, being a residentofa Contracting State, carries on business in the other Contracting
State in which th e roy alties arise, through a pe rmanent establishment situ ated th erein and the
right or property in respect of which th e royalties are p aid is ef fectively connected w ith su ch
permanent establishment. In such case, the provisions of Article 7 shall apply.

5. Royalties shall be deemed to arise in a Contracting State when the payer is a resi dent of
that State. Where, however, the person paying the royalties, whether that person is a resident of
a Contracting State or not, has in a Contracting State a permanent e stablishment with which the
right or property i n respect of which the royalties are paid is e ffectively connected, and s uch
royalties are borne by such pe rmanent est ablishment, then such ro yalties shall be dee med to
arise in the State in which the permanent establishment is situated.



6. Where, by reason of a special relationship between the payer and the beneficial owner or
between both of them and some other person, the amount of the royalties, having regard to the
use, right or information for w hich they are p aid, ex ceeds the amount w hich would have b een
agreed up on by th e payer and t he ben eficial owner int he abs ence of suc h re lationship, the
provisions of this Article shall apply only to the last-mentioned amount. In such case, the excess
part of the payments shall re main taxable according to t he laws of e ach Contracting State, due
regard being had to the other provisions of this Agreement.

Article 13
Capital Gains

1. Gains derivedbya residentofa Contracting State fro mt he al ienation of i mmovable
property referred to in Article 6 and situated in t he other Contracting State may be t axed in that
other State.

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, including such gains from the alienation of such a permanent establishment (alone or with
the whole enterprise), may be taxed in that other State.

3. Gains of an enterprise of a Co ntracting St ate fro m the alienation of ships or airc raft
operated in international traffic or movable property pertaining to the operation of such ships or
aircraft, shall be taxable only in that State.

4, Gains d erived by aresident ofa Contracting State from the alienationofsharesin a
company, the assets of which consist wholly or mainly of immovable property situated in the other
Contracting State, may be taxed in that other State.

5. Gains from the alienation of s hares oth er than thos e mentioned i n paragraph4i na
company which is a resident of a Contracting State may be taxed in that State.

6. Gains from the alienation of any pro perty o ther t han th at re ferred to in t he preceding
paragraphs, shall be taxable only in the Contracting State of which the alienator is a resident.

Article 14
Income from Employment

1. Subject to the provisions of Articles 15, 17, 18 and 20, salaries, wages and other similar
remuneration derived by a re sident of a Contracting State in respect of an employment shall be
taxable only in that State unless the employment is exercised in the other Contracting State. If the
employment is so exercised, such remuneration as is derived therefrom may be taxed in that other
State.



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

(@) the recipient is present in the other State for a period or periods not exceeding in
the aggregate 183 days in any twelve-month period commencing or ending in the
fiscal year concerned; and

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

(c) the remuneration is not borne by a permanent establishment which the e mployer
has in the other State.

3. Notwithstanding the preceding provisions of this Article, remuneration derived in respect of
an employment exercised aboard a ship or aircraft operated in international traffic by an enterprise
of a Contracting State may be taxed in that State.

Article 15
Directors’ Fees

Directors’ fees and similar payments derived by a resident of a Contracting State in that person’s
capacity as a member of the board of dire ctors of a comp any which is a re sident of the other
Contracting State may be taxed in that other State.

Article 16
Entertainers and Sportspersons

1. Notwithstanding the provisions of Articles 7 and 14, income derived by aresidentof a
Contracting State as an entertainer, such as a theatre, motion picture, radio or television artiste, or
a musician, or as a sportsperson, from that person’s personal activities as such exercised in the
other Contracting State, may be taxed in that other State.

2. Where incomein respect of pe rsonal a ctivities exe rcised by an en tertainer or a
sportsperson in that person’s capacity as such accrues not to the entertainer or sportsperson but
to another person, that income may, notwithstanding the provisions of Articles 7 and 14, be taxed
in the Contracting State in which the activities of the entertainer or sportsperson are exercised.

3. Income derived by a resident of a Contracting State from activities exercised in th e other
Contracting State as envisaged in paragraphs 1 and 2, shall be exempt from tax in that other State
if the visit to that other State is s upported wholly or mainly by public funds of the first-mentioned
Contracting State, a political subdivision or a local authority thereof, or takes place under a cultural
agreement or arrangement between the Governments of the Contracting States.



Article 17
Pensions and Annuities

1. Subjecttot he provisions of pa ragraph 2 of Artic le 18 , pensions an d other similar
remuneration, an d a nnuities, arising in a Co ntracting State and paid to aresident of the other
Contracting State, may be taxed in the first-mentioned State.

2. The term “annuity” means a stated sum payable periodically at stated times during life or
during a specified or ascertainable period of time under an obligation to make the payments in
return for adequate and full consideration in money or money’s worth.

Article 18
Government Service

1. (a) Salaries, wages and other similar re muneration, other than a pension, paid by a
Contracting State o ra political su bdivision or a loc al a uthority thereoftoa n
individual in res pect of services rendered to that State or subdivision or a uthority
shall be taxable only in that State.

(b) However, s uch sal aries, wages a nd o ther si milar re muneration sh all b e t axable
only in the other Contracting State if the services are rendered in that State and the
individual is a resident of that State who:

(i) is a national of that State; or
(i) did not become a resident of that State solely for the purpose of rendering
the services.
2. (a) Any pension paid by, or out of funds created by, a Co ntracting State or a political

subdivision or a local a uthority t hereoft o an i ndividual in resp ect o f se rvices
rendered to that State or subdivision or authority shall be taxable only in that State.

(b) However, such pension shall be t axable only in the other Contracting State if t he
individual is a resident of, and a national of, that State.

3. The provisions of Articles 14, 15, 16 and 17 shall apply to salaries, wages and other similar
remuneration, and to p ensions, in respect of s ervices rendered in ¢ onnection with a busi ness
carried on by a Contracting State or a political subdivision or a local authority thereof.

Article 19
Students and Apprentices

A student or business apprentice who is present in a Contracting State solely for the purpose of
the student or business apprentice’s education or training and who is, or immediately before being
so present was, a resi dent of the other Contracting State, shall be exempt from tax in th e first-
mentioned State on payments received from outside that first-mentioned State for the purposes of
the student or business apprentice’s maintenance, education or training.



Article 20
Professors and Teachers

1. Notwithstanding the provisions of Article 14, a professor or teacher who makes a
temporary visit to one of the Contracting States for a period not exceeding in the aggregate two
years from the date of first arrival in that State, solely for the purpose of teaching or carrying out
research at a university, college, school or other educational institution in that State and who is,
or immediately before such visit wa s, a resident of the other Contracting State shall, in respect
of remuneration for such teaching or research, be exempt from tax in th e first-mentioned State,
provided that such remuneration is d erived by the professor or teacher from outside that State
and such remuneration is subject to tax in the other State.

2. The provisions of this Article shall not apply to in come from research if such research is
undertaken not in the public interest but wholly or mainly for the privat e benefit of a specific
person or persons.

Article 21
Other Income

Items of income of a resident of a Contracting State, not dealt with in the foregoing Articles of this
Agreement and which are subject to tax in the State in which they arise, shall be taxable only in
that State.

Article 22
Elimination of Double Taxation
1. Double taxation shall be eliminated as follows:

(a) in Ethiopia, subject to the provisions of the law of Ethiopia regarding the allowance
as acre dit to an Ethiopian res ident aga inst Et hiopian ta x of ta x p ayable in a
territory outside Ethiopia, South African tax payable under the laws of South Africa,
and in accordance with this Agreement, whether directly or by deduction, shall be
allowed as a credit against any Ethiopian tax payable in res pect of th at income,
provided t hat s uch credit s hall n ot exceed t he Ethiopian tax, c omputed be fore
allowing any s uch c redit, whic hi s app ropriate to the in come derived f rom
South Africa;

(b) in South Africa, subject to the provisions of th e law of Sout h Africa regarding the
deduction from tax payable in South Africa of tax payable in any country other than
South Africa, Ethiopian tax paid by residents of South Africa in res pect of income
taxable in Ethiopia, in a ccordance with the provisions of this Agreement, shall be
deducted from the taxes due according to South African fiscal law. Such deduction
shall not, however, exceed an amount which bears to the total South African tax
payable the same ratio as the income concerned bears to the total income.



2. Where under this Agreement a resident of a Contracting State is e xempt from tax in that
Contracting State in respect of income derived from the other Contracting State, then the first-
mentioned Contracting State may, in calculating tax on the remaining income of that person, apply
the rate of tax which would have been applicable if the income exempted from tax in accordance
with this Agreement had not been so exempted.

3. For the purposes of paragraph 1, the terms “Eth iopian tax paid” and “South African tax
payable” shall be deemed to include the amount of tax which would have been paid in Ethiopia
or South Africa, as the case may be, but for an e xemption or reduction g ranted in accordance
with laws w hich establish sch emes for the pro motion of e conomic development in Ethiopia o r
South Africa, as the case may b e, such schemes havi ng been mutually agreed by th e
competent authorities of the Con tracting States as qualifying for the purposes of this
paragraph.

4. A grant given by a Contracting State or a political subdivision thereof to a resident of the
other Contracting State in accordan ce with laws which esta blish schemes for the promotion o f
economic d evelopment, such sch emes havi ng been mut ually agree d by the competen t
authorities of the Contracting States as qualifying for the pu rposes of this paragraph, shall not
be taxable in the other State.

Article 23
Non-discrimination

1. Nationals of a Contracting State shall not be su bjected in the other Contracting State to
any taxation or any requirement connected therewith which is other or more burdensome than the
taxation and co nnected req uirements to which n ationals of that other Sta te int he s ame
circumstances, in particular with respect to resi dence, are or may be subjected. Th is provision
shall, notwithstanding the provisions of Article 1, also ap ply to nationals who are not residents of
one or both of the Contracting States.

2. The taxation on a permanent establishment which an enterprise of a Contracting State has
in the other Co ntracting State sh all not be less fa vourably levied in that other State than the
taxation levied on enterprises of that other State carrying on the same activities. This provision
shall not be construed as obliging a Contracting State to grant to residents of the other Contracting
State any p ersonal allowances, reliefs and red uctions for taxation p urposes on account of civil
status or family responsibilities which it grants to its own residents.

3. Enterprises ofa Contracting Sta te, the ca pital of whichi swhollyorpartlyownedor
controlled, directly or indirectly, by one or more residents of the other Contracting State, shall not
be subjected in the fi rst-mentioned 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 State are or may be subjected.

4, Except where the provisions o f paragraph 1 of Article 9, p aragraph 7 of Article 11 or
paragraph 6 of Article 12 apply, interest, royalties and other disbursements paid by an enterprise
ofa Contracting State to aresi dent oft he o ther Contracting Sta te sh all, f or the purpose o f
determining the taxable profits of such enterprise, be deductible under the same conditions as if
they had been paid to a resident of the first-mentioned State.



5. Nothing contained in this Article shall prevent South Africa from imposing on the profits
attributable to a permanent establishment in So uth Africa of a company, which is a resident of
Ethiopia, a tax at a rate which does not exceed the rate of n ormal tax on companies by more
than five percentage points.

Article 24
Mutual Agreement Procedure

1. Where a person considers that the actions of one or both of the Contracting States result
or will result for that person in ta xation not in accordance with this Agreement, that person may,
irrespective of the remedies provided by the domestic law of those States, present a case to the
competent a uthority of the Contracting State of which the personisa residentor,ifthe case
comes under paragraph 1 of Article 23, to that of the Contracting State of which the personis a
national. T he case must be p resented within three years from the first notification of the action
resulting in taxation not in accordance with the provisions of the Agreement.

2. The competent authority shall endeavour, if the objection appears to it to be justified and if
it is not itself able to arrive at a satisfactory 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
which is not in ac cordance with the Agreement. Any agreement reached shall be implemented
notwithstanding any time limits in the domestic law of the Contracting States.

3. The competent authorities of the Contracting States shall endeavour to resolve by mutual
agreement any d ifficulties or doubts arisin ga stoth e in terpretation ora pplication o fth e
Agreement. The y may also consult tog ether for the e limination of do uble taxation in cases n ot
provided for in the Agreement.

4. The competent authorities of the Contracting States may c ommunicate with e ach other
directly for the p urpose of reac hing an agreementin the se nse ofthe preceding p aragraphs.
When it seems advisable in order to reach agreement to have an oral exchange of opinions, such
exchange mayt ake p lace through ajoi ntc ommission consi sting o f re presentatives oft he
competent authorities of the Contracting States.



Article 25
Exchange of Information

1. The competent authorities of the Contracting States shall exchange such information as is
necessary for carrying out the provisions of this Agreement or of th e domestic laws concerning
taxes of every kind and description imposed on behalf of the Contracting States, or of their political
subdivisions, in so far as the taxation thereunder is not contrary to the Agreement. The exchange
of information is not restricted by Articles 1 and 2. Any information received by a Contracting
State shall be treated as secret in the same manner as information obtained under the domestic
laws o f t hat State and shall be disclosed only to p ersons or a uthorities (in cluding courts and
administrative bod ies) c oncerned with th e ass essment o r coll ection o f, the e nforcemento r
prosecution in respect of, or the determination of appeals in relation to the taxes referred to in the
first sentence. Such persons or authorities shall use the information only for such purposes. They
may disclose the information in public court proceedings or in judicial decisions.

2. In no ca se shall t he p rovisions o f paragraph 1 be co nstrued so asto i mposeon a
Contracting State the obligation:

(a) to carry out administrative measures at variance with the laws or the administrative
practice of that or of the other Contracting State;

(b) to su pply in formation which i s not obtainable u nderthe laws orin the normal
course of the administration of that or of the other Contracting State;

(c) to supply information which would di  sclose any trade, business, industrial,
commercial or professional secr et ortrade process, or information, the
disclosure of which would be contrary to public policy (ordre public).

Article 26
Members of Diplomatic Missions and Consular Posts
Nothing in this Agreement shall affect the fiscal privileges of members of diplomatic missions or
consular posts under the g eneral rules ofinternational law or under t he p rovisions of s pecial
agreements.
Article 27
Entry into Force
1. Each of the Contracting States shall notify to the other the completion of the procedures
required by its law for the bringing into force of this Agreement. The Agreement shall enter into
force on the date of receipt of the later of these notifications.
2. The provisions of the Agreement shall apply:
(a) with regard to taxes withheld at source, in respect of amounts paid or credited on

or after the first day of January next following the date upon which the Agreement
enters into force; and



(b) with regard to other taxes, in respect of taxable years beginning on or after the first
day of January next following the date upon which the Agreement enters into force.
Article 28
Termination

1. This Agreement shall remain in force indefinitely but either of the Contracting States may
terminate the Agreement through the diplomatic channel, by giving to the other Contracting State
written notice of termination not later than 30 June of any calendar year starting five years after the

year in which the Agreement entered into force.

2. In such event the Agreement shall cease to apply:

(a) with regard to taxes withheld at source, in respect of amounts paid or credited after
the end of the calendar year in which such notice is given; and

(b) with regard to other taxes, in respect of taxable years beginning after the end of the
calendar year in which such notice is given.
IN W ITNESS W HEREOF th e un dersigned, b eing dul y authorised th ereto, ha ve sign ed t his
Agreement.
DONE at Addis Ababa in duplicate, this 17" day of March 2004.
Dr N.C. Dlamini-Zuma  ( Signed)

FOR THE REPUBLIC OF FOR THE FEDERAL DEMOCRATIC
SOUTH AFRICA REPUBLIC OF ETHIOPIA
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