SOUTH AFRICA NMPG (ZA)

Request for SMPG approval of the way to communicate COIN


1. [bookmark: _Toc462821228]background
South African withholding taxes is applicable on all dividends however where the source of the dividend payment is from a country other than South Africa then other factors come into play. Relief as provided in the relevant Double Taxation Agreement (DTA) may still be afforded however the Tax Act additionally provides that if 
i. The company maintains a secondary listing on JSE Ltd and,
ii. The dividend payment is made from a foreign source (made from outside South Africa) and, 
iii. The recipient is a non-resident to South Africa 
then the dividend would be classified as a foreign dividend and the non-South African tax beneficiary could make the required declaration to be exempt from South African withholding tax for the dividend payment. Kindly note that the exemption will only be provided for South African withholding taxes and not any other country.  

In 2016 the COIN qualifier was introduced and, as per the below SWIFT definition, South Africa would like to use the COIN code word to differentiate between a local and foreign dividend. 

COIN 	Country of Income Source	Indicates the country from which the income originates.

1. [bookmark: _Toc462821229]Motivation for inclusion of coin

South African market participants together with NMPG evaluated the COIN SRG2016 change and concluded that this information will significantly aid beneficiaries to dividend distributions
i. to distinguish between a South African local dividend and foreign dividend and, 
ii. to more accurately compute entitlements and for Regulated Intermediaries, legislated withholding agents of the South African Revenue Services (SARS), to accurately withhold and report on withholding taxes. 

It was therefore agreed that the COIN information is invaluable and thus to be consistent the COIN disclosure requirement would be a South African Market Practice. It would therefore become compulsory for market announcements to communicate the country from which the dividend will be paid and in so doing would provide the COIN information. The COIN requirement must not be confused with the need to disclose where the income was earned but rather the country from where the declared dividend amount is paid.

Withholding taxes are levied by various countries and the recipients to dividends/entitlements require adequate information to assess whether there may be an avenue for relief from withholding taxes (e.g. Double Taxation Treaties) and accordingly determine their tax liability. The COIN qualifier assists in this process both from an event notification and execution perspective. 
Below are some examples to illustrate the way South Africa intends communicating COIN: -
i. A company incorporated in South Africa with the same tax jurisdiction declares and pays a dividend. The cash dividend will be paid from South Africa then COIN would be South Africa, i.e. COIN = ZA.
ii. A company incorporated in South Africa however it’s tax jurisdiction is Malta and the dividend will be paid from Malta then COIN will be Malta, i.e. COIN = MT.
iii. A United Kingdom (UK) company has its primary listing on the London Stock Exchange and maintains a secondary listing on the JSE and declares a dividend. The dividend will be paid from the United Kingdom to shareholders on the South African register then COIN will be GB, i.e. COIN = GB.
iv. A company incorporated in the United Arab Emirates, maintains its primary listing on the London Stock Exchange with a secondary listing on the JSE, declares and pays a dividend. The dividend to shareholders on the South African register will be funded from two payment sources, firstly from South African operations and then a top up payment from the UK. The dividend in this case is being funded from two countries and thus one cash rate paid from the UK (COIN = GB) and another from South Africa (COIN = ZA). The market announcement must communicate the two countries from where the dividend is paid. 
v. A company incorporated in Botswana declares and pays a dividend to shareholders on the South African shareholder’s register from Botswana then COIN will be BW, i.e. COIN = BW. 
 
1. [bookmark: _Toc462821230]Conclusion

The communication of COIN will add value to event notifications, assist with the determination of tax liability and allow Withholding Agents to fulfil their duties.  



1. Actual Cases 
	DETAIL
	

	Security
	Firstrand Limited

	ISIN
	ZAE000066304

	Gross Rate
	ZAR1.36

	Withholding Tax Rate (TAXR)
	20%

	Second Level Tax (WITL)
	0

	Net Rate
	ZAR1.088

	Country from which dividend is being paid
	South Africa (ZA)

	Foreign Dividend (paid from a source outside of South Africa)
	No



	SWIFT SAMPLE

	:16R:CAOPTN

	:13A::CAON//001

	:22F::CAOP//CASH

	:11A::OPTN//ZAR

	:17B::DFLT//Y

	:16R:CASHMOVE

	:22H::CRDB//CRED

	:94C::COIN//ZA

	:98A::PAYD//20171009

	:92A::TAXR//20,

	:92F::GRSS//ZAR1,36

	:16S:CASHMOVE





	DETAIL
	

	Security
	Tradehold Limited "A" Preference Shares

	ISIN
	Top of Form
ZAE000201166Bottom of Form

	Gross Rate
	ZAR0.1998734

	Withholding Tax Rate (TAXR)
	0

	Second Level Tax (WITL)
	20%

	Net Rate
	ZAR0.1598987

	Country from which dividend is being paid
	Malta (MT)

	Foreign Dividend (paid from a source outside of South Africa)
	Yes



	SWIFT SAMPLE

	:16R:CAOPTNTop of Form
Bottom of Form


	:13A::CAON//001

	:22F::CAOP//CASH

	:11A::OPTN//ZAR

	:17B::DFLT//Y

	:16R:CASHMOVE

	:22H::CRDB//CRED

	:94C::COIN//MT

	:98A::PAYD//20171009

	:92A::WITL//20,

	:92F::GRSS//ZAR0,1998734

	:16S:CASHMOVE





	DETAIL
	

	Security
	Old Mutual Plc

	ISIN
	Top of Form
GB00B77J0862Bottom of Form

	Gross Rate
	ZAR0.6535371

	Withholding Tax Rate (TAXR)
	20%

	Second Level Tax (WITL)
	0

	Net Rate
	ZAR0.5228297

	Country from which dividend is being paid
	South Africa (ZA)

	Foreign Dividend (paid from a source outside of South Africa)
	No



	SWIFT SAMPLE

	:16R:CAOPTNTop of Form
Bottom of Form


	:13A::CAON//001

	:22F::CAOP//CASH

	:11A::OPTN//ZAR

	:17B::DFLT//Y

	:16R:CASHMOVE

	:22H::CRDB//CRED

	:94C::COIN//ZA

	:98A::PAYD//20171009

	:92A::TAXR//20,

	:92F::GRSS//ZAR0,6535371

	:16S:CASHMOVE





	DETAIL
	

	Security
	Investec Plc

	ISIN
	Top of Form
GB00B17BBQ50Bottom of Form

	Gross Rate
	ZAR2.25

	Split
	ZAR1.2115385 (local)

	 
	ZAR1.0384615 (foreign)

	Local component
	 

	Gross Rate
	ZAR1.2115385

	Withholding Tax Rate (TAXR)
	20%

	Second Level Tax (WITL)
	0

	Net Rate
	ZAR0.9692308

	Country from which dividend is being paid
	South Africa (ZA)

	Foreign Dividend (paid from a source outside of South Africa)
	No



	Foreign component
	 

	Gross Rate
	ZAR1.0384615

	Withholding Tax Rate (TAXR)
	0

	Second Level Tax (WITL)
	20%

	Net Rate
	ZAR0.8307692

	Country from which dividend is being paid
	[bookmark: _GoBack]United Kingdom (GB)

	Foreign Dividend (paid from a source outside of South Africa)
	Yes

	
	

	SWIFT SAMPLE (local)
	SWIFT SAMPLE (foreign)

	:16R:CAOPTN
	:16R:CAOPTN

	:13A::CAON//001
	:13A::CAON//001

	:22F::CAOP//CASH
	:22F::CAOP//CASH

	:11A::OPTN//ZAR
	:11A::OPTN//ZAR

	:17B::DFLT//Y
	:17B::DFLT//Y

	:16R:CASHMOVE
	:16R:CASHMOVE

	:22H::CRDB//CRED
	:22H::CRDB//CRED

	:94C::COIN//ZA
	:94C::COIN//GB

	:98A::PAYD//20171009
	:98A::PAYD//20171009

	:92A::TAXR//20,
	:92A::WITL//20,

	:92F::GRSS//ZAR1,2115385
	:92F::GRSS//ZAR1,0384615

	:16S:CASHMOVE
	:16S:CASHMOVE



