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Infernationally, many jurisdictions are

headqguarter companies for multing

Netherlands, Switzerland and Singa

popular for establishing hoiding and
fional groups, like Luxembourg, The
pore. Closer to home, Mauritius has

established itself as g favourable headquarter jurisdiction, especially for

investments into Africa Up 1o now, local tax and

exchange controls have

prevented South Africa from being suitable for these purposes.

outh Alfico hos ohwoys had ceriain commercial advantages
S for vse as on Africon headquariers lecalion, including o

sizeable economy and a wide network of tax reaties. Despile
these commercial advanlages, South Africa lacked the lovourable
box eatmen that other junsdiclions offer 1o multnolionals While 1ax
is never the sole reason far using @ parlicular jurisdrction, il remains
an imporiant delerminani,
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The new Soulh African headquarler company regime otlempls lo
remedy this posilion The governmen plans 16 make Soulh Africa
o gatewoy for Altican investments, The marm negolive lax issues
were idenlified a5 being the conirolled foreign company 'CEC'}
rules, setondary lox on componies {'STC’) and Iransfer pricing

rules. The' new headquarler legime is generclly exempt from oll
these rules




wt

The new regime slarls on 1 January 2011, provided the following

requiremenls are mel.

¢ A headquorter company musl be o tax resident company in which
eoch shoreholder holds 20% or more of the shares. Al the end of
each tax yeor, B0% or more of the cost of s lola! assets mus! be
afiributable to equity shares, loans, or mntelleciual properly licensed
by that compony Ic any loreign company n which thal company
held at least 20% of he equity shares and veling nghis In addilion,
80% or mare cf the lotal receipls and accruals must consist of
© Dwidends, mieresi, royaltes or lees pad by any foreign

company. of

o Proceeds from reahsed inlerests in equy shares or intellectuol

property
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If the abave requremenis are mel,

the following tax concessions wil

apply

* The foreign subsiianes of the
heodguorler company will nat
be CFCs of the heodquarter
company. Trey will, however,
be CFCs i refation 1o any South

Alncon  resident shareholders,
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# they induectly hold more thon
50% of the parrcipoton o
vating nghts n the headquarer
compony

* Dwdends declared by o
headquarter company will be
exempt from STC and income tax

lor sharsholders

* A heodquarter company will be
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exemp! from CGT on gains from
the sole ol @ 20% o1 mare equily
slake in o loteign company
* Special rules apply 1o connected person lnancial assisionce,
exemphing il from tronsfer pucing rules n certomn circumstances,
* While exchange conlrol resinclions hove been removed, they
reman exchange control residents

The rew headquarter regime s o positive development Neverthelgss,
1 hos she following disodvaniages
* I cemains fully toxoble on off olher income, ncluding donahons
tox and CGT
* Itwill be nol be @ resden for corporale restructuring relief purposes
* I South Altican residenis coliectively Rold more than 50% of the
headquarier company, then ds subsidiaries will be CFCs
* Tanslet pucing provisions wil apply lo norrfunding Iransoclions
wilh loreign subsidianes, ke management sarvices
Internahenall, there 5 o difference between headquarler
regimes and nlermediary holding company (HC} regrmes. An
IHC is generally interposed betweer: the helding company and the
operaling subsidianes of o multinalional group The purpose of an
IHC 15 primanly 10 hold shores The most beneliciol location for on
IHC depends on the specific circumstances of each muliinational
group There are, however, cerlan characlenstcs thal musl be mel
for mulinalienal groups to benefit frem ulitsing an IHC  The prificipal

leotures of an ideal IHC jursdichon are the fatlowing
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