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MAURITIUS: GATEWAY FOR GCC INVESTMENT

Mauritius has become a jurisdiction of choice for cross
border investment structures involving most countries
forming the Gulf Cooperation Council (GCC), due to its
wide network of tax treaties, Islamic Banking
capabilities, and favourable time zone.

Mauritius has tax treaties with Qatar, UAE, Kuwait and
Oman, and is currently negotiating a tax treaty with
Saudi Arabia. Each of these tax treaties offers distinct
advantages to investors seeking to capitalise on
economic opportunities arising from burgeoning
bilateral partnerships between GCC countries and
other nations.

Effective Tax Treaty Structuring

For cross border investment structures involving GCC
countries, particularly those which impose withholding
taxes on dividends, interest, royalties and certain other
with  Mauritius  offer

payments, tax treaties

considerable advantages:

* 0% withholding tax on dividends and interest
payments (under treaties with Qatar, UAE, Kuwait
and Oman)

* 0% withholding tax on royalties (under treaties
with UAE and Oman)

* 5% and 10% withholding tax on royalties (under
treaties with Qatar and Kuwait, respectively)

As Mauritius does not impose tax on capital gains, and
the Mauritius tax treaties provide for capital gains to be
taxed only in the country of residence of the seller of
the assets (excluding immoveable properties, gains
from which are generally taxed in the country where
the property is situated), a Mauritius company selling a
GCC asset may also be wholly exempt from capital
gains tax.
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Islamic Banking

The availability of Islamic banking also makes
Mauritius an excellent gateway for GCC investment.
HSBC Mauritius launched its Islamic banking window
a year ago, and Deen Banking Corporation Ltd, a fully
fledged Islamic bank established as a Qatar-Mauritius
joint venture, has obtained an Islamic banking licence
from the Bank of Mauritius.

Meanwhile, the Bank of Mauritius is a full member of
the Islamic Financial Services Board (“IFSB”). The
Financial Services Commission of Mauritius, which
regulates non-banking financial services, is an associate
member of IFSB.

Mauritius” Islamic banking capability has led to a
noticeable increase in Shari’ah compliant structures
through the jurisdiction. Other investment structures
remain popular, including private equity funds, master
feeder funds, joint ventures and investment holding
entities with underlying special purpose vehicles for
investment in and from tax treaty jurisdictions, as well
as non treaty jurisdictions including Cayman, BVI and
Bermuda.

THE SOUTH AFRICA-MAURITIUS DOUBLE
TAXATION AVOIDANCE TREATY

While the benefits of Mauritius as a business platform
for foreign direct investment into India through the
India-Mauritius Double Taxation Avoidance Treaty are
well known, Mauritius companies can be used to
structure investments into a variety of other developing
markets as a result of a large number of double taxation
avoidance treaties it has entered into, particularly with
developing African nations.

One of the more important of these treaties is the South
Africa-Mauritius Double Taxation Avoidance Treaty
(“the Treaty”).
largest and most developed economies. As a result,
there is a significant market for investment into South
Africa, as well as investment by South African
institutions into other African countries.

South Africa boasts one of Africa’s

conyersdill.com


http://www.conyersdill.com

2&%%’]0) HeRAE

E—I)IOVYROBEEN. BT IVIERRET
HABRIIFBEHRT. TNAHEEITER
[Z&-TET7IVATEREBRIN IR RE
o5& . A7 72UhTXihbhni-£(X.
TNV RICEVWTHISRNEEEIOZER
TEHIENTED,

BE7I2VNDORBREEMN. T v XDREH >t
EAEICHTEHREE—I YR TXHI-=15
E. ISR BREIIETIVAREELX
#L\')’\%éﬁﬁb\bi 9 BHIEMNTES,

COFIGEMICEVTEREHDIIITERIZFT L
RAHY. RREHEOEEICEL. E—YIvR
DFARFORBREHDORFIIHIFEEEBZG
LDESNTVET,

R TE
REE.FMBRRVXYEFLTAUIETEIHAE
HOBFRREL. BEENERANCEETY,

BLE - m72VID0EENE—I)OYRDEEE
[CXISEBEEIE. E—VI YR TEBINDZZE
NHYET (E—US¥yADTO—NILEDS KRR
% (GBCO) IZxt T 2EMFEIX 3% TT ), £=.
MHOBERYUEFFETIIVHTLERSINDEZEND
YETMHN. TV ROBEENLZETIUH
TEDERD 10%ULEZRETIEEDHEL
ST, 10%KRBERETHEEDFHEIL 15%
T9,

AR AT7IVATELERERAE-IIVYADE
FEIZXILONDGEE . E—)IYRIZTEVLTD
HRBSNFTEBL. EEABTIUHADEAH
BERZBLTERZTVWEREIETIVADEE
DWENSEANGY—ERERBETHHE. 4
ZHEFERSNT . AN SFEBZELLHER
. BREDRAREY—ERDRBICBEET S
LDERGYFET,

FoEAINTA B ADBIEEN. T
'JbFﬁE@TEJJFO) ZEICKYTYERILT A%
BI=HE. A7 I7IATERINEZENHBYET,
Fr. BV RDEENETIVAICHET S
BANBROEXEREED— BRI IHE
XIFMIL-BEAY—ERZRIRTLIENTET
TVAICFRETHE—) Y RABREBED=HDYEE

' Conyers Dill & Pearman

September 2010 Bulletin 20104E 9 H

General provisions

* if a resident of Mauritius derives profits or income
from sources in South Africa, which are taxed or
taxable in South Africa whether directly or by
deduction, the amount paid in South Africa can be
credited against the amount payable in Mauritius.

* if a resident of South Africa pays tax in Mauritius
on income taxable in Mauritius, this amount shall
be deducted from the amount payable under South
African fiscal law.

As is typical with such treaties, there is a threshold for
the deduction, which shall not exceed, in relation to the
total amount of tax payable as a ratio, the same ratio as
the Mauritian income bears to the total income of the
resident.

Specific provisions

The specific provisions of the Treaty relating to
dividends, interest and capital gains are important
from a tax structuring perspective.

Dividends paid by an enterprise in South Africa to a
resident in Mauritius may be taxed in Mauritius (the
effective rate for a Mauritius global business company,
or GBC, is 3%). Such dividends may also be taxed in
South Africa, but only at a rate not exceeding 5%, if the
resident of Mauritius owns at least 10% of the capital of
the enterprise in South Africa, or at 15% if it owns less
than 10%.

Interest: if the interest arises in South Africa but it is
paid to a resident of Mauritius, then it shall only be
taxed in Mauritius. This provision does not apply
where the lender also carries on business through a
permanent establishment or provides personal services
from a fixed base in South Africa, and the debt giving
rise to the interest is connected to that business or
provision of services.

Capital gains may be taxed in South Africa if they are
derived by a resident of Mauritius from the alienation
of immoveable property situated in South Africa. They
may also be taxed if they are derived from the
alienation of moveable property forming part of the
business property of a permanent establishment that an
enterprise of Mauritius has in South Africa, or
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moveable property pertaining to a fixed base available
to a resident of Mauritius that is situated in South
Africa for the purposes of providing independent
personal services.

Any other form of gain from the alienation of
property is only taxable in the state in which the
alienator of the property is resident. Therefore, a
GBC1 which does not have a permanent
establishment or fixed base in South Africa, which
disposes of shares in a South Africa company
would only be subject to capital gains tax in
Mauritius. Since Mauritius does not levy any
capital gains tax, except on immovable property
transactions, no capital gains tax would be payable
under the Treaty.
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This article is not intended to be a substitute for legal advice or a legal opinion. It deals in broad terms only
and is intended to merely provide a brief overview and give general information.
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Conyers Dill & Pearman advises on the laws of Bermuda, British Virgin Islands, Cayman
Islands, Cyprus and Mauritius. Conyers’ lawyers specialise in company and commercial
law, commercial litigation and private client matters. Conyers’ structure, culture and
expertise enable responsive, timely and thorough service. Conyers provides clients with
the highest quality legal advice from strategic global locations including offices in the
world’s leading financial centres in Europe, Asia, the Middle East and South America.
Founded in 1928, Conyers comprises 600 staff including more than 150 lawyers.
Affiliated companies (Codan) provide a range of trust, corporate secretarial, accounting
and management services.
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Conyers Dill & Pearman was named Offshore Law Firm of the Year 2009 by The Lawyer.
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