
 

  

   

 

Expat Tax 
 

 

SOUTH AFRICA’S EXPAT TAX 
  
 
The new legislation has many expats riled up, with much confusion and 
uncertainty around the new laws, and many believing that it will not apply to 
them or that it will be unenforceable. 

It has also brought into question whether young South Africans who are working 
abroad for a short time are tax compliant. 

There are many South African expats who are working abroad and are currently 
– unintentionally – flouting the country’s tax laws, and may already owe SARS 
money. 
 
The biggest mistake the (expats) make is not to inform SARS that they are no 
longer a tax resident in South Africa. This unfortunately is not an process that 
happens automatically. 
 
The correct process to follow is to inform SARS that you are emigrating from a 
tax point of view (financial emigration), but still retaining your South African 
citizenship, passports etc. 
 
Financial emigration is a formal SARS and SARB process to have it noted that you 
are no longer “ordinarily resident” in South Africa. 
 
This remains the only formal route in law to permanently have a status change 
noted. This is also the only “formality” which has been noted in the National 
Treasury Parliamentary response document to the new expat laws, which 
ensures that the coming tax changes do not apply to South Africans abroad.  
 
Once financial emigration is successfully registered, SARS treats the situation as 
if you have sold all your assets in the country, even if they are not sold, and then 
you liable to pay tax in the form of capital gains tax thereon. 



 
If you have not done the financial emigration process as discussed above, you 
will under the new regulations as from March 2020, be tax at 45% on all income 
received anywhere in the world in access of R1 million. Beside the 45%, you as 
a South African resident working and living abroad are likely to already owe 
SARS 18% (as Capital Gains Tax) on the money and assets accrued overseas. 
 
The key is to keep SARS informed because the revenue service treats South 
African citizens as liable to taxation whether they are in the country or not. You 
must pay your dues. 
 
 
CURRENT LAWS 

Currently, South Africans who are earning income abroad are assessed in terms 
of residency. 

In terms of section 10(1)(o)(ii) of the Income Tax Act, if you are working 
overseas and do not meet the physical presence requirements to be an ordinary 
resident in South Africa, you are exempt from tax on any foreign income. 

To qualify for this exemption, an employee needs to have spent more than 183 
full days (including a continuous period of more than 60 full days) outside of the 
country working, in any 12-month period. 

If this requirement isn’t met, then the employee is taxed on worldwide income. 

PROPOSED CHANGES 

Originally, the draft regulations proposed the complete repeal of section 
10(1)(o)(ii) of the Income Tax Act – the section that deals directly with taxation 
on foreign remuneration.  

Under these conditions, all foreign income would have been taxed by SARS, and 
citizens would have to claim a credit against South African tax payable for any 
foreign taxes paid on that foreign income. 

The draft regulations were later softened to not be a complete repeal, but that 
section 10(1)(0)(ii) be changed so that only the first R1 million of foreign 
remuneration will remain exempt from tax in SA – even if an individual meets 
the requirements of exemption. 

One of the main reasons given for the changes is to curb situations of double 
non-taxation – being situations in which an individual’s employment income is 



not subject to tax in either South Africa or in the foreign country where the 
services are rendered. 

WHO DOES IT EFFECT 

The proposed changes will affect any South African employees who are earning 
an income overseas, making over R1 million in the year of assessment. 

It will also impact companies that send employees overseas for work, who will 
have to deal with the new tax implications. 

South Africans who have permanently left the country, who have not settled 
their tax affairs (through financial emigration) may also be subject to the 
changes, depending on their individual circumstances. 

Young people, or anyone who is travelling and working abroad who qualify for 
exemption under section 10(1)(o)(ii) will remain exempt, provided they earn 
less than R1 million in the year. 

NON-RESIDENTS 

The tax changes could also impact people who are permanently living abroad, 
who currently qualify for exemption based on section 10(1)(o)(ii). These South 
Africans are typically not ordinarily resident in South Africa, but may have assets 
in the country, which could impact how SARS sees their tax affairs. 

SARS has a set guideline – called the physical presence test – to determine 
whether a South African is resident, based on physical presence in the country. 

This is for a period or periods exceeding: 

• 91 days in total during the year of assessment under consideration; 
• 91 days in total during each of the five years of assessment preceding the 

year of assessment under consideration; and 
• 915 days in total during those five preceding years of assessment. 

“An individual who fails to meet any one of these three requirements will not 
satisfy the physical presence test. In addition, any individual who meets the 
physical presence test, but is outside South Africa for a continuous period of at 
least 330 full days, will not be regarded as a resident from the day on which 
that individual ceased to be physically present,” SARS said. 

If an individual passes the physical presence test, they will be taxed on their 
worldwide income in South Africa. 



WHAT IF YOU ARE LIVING IN TWO COUNTRIES 
 
In situations where South Africans are split between two nations – working 
overseas for extended periods of time, but remaining an ordinary resident in 
South Africa – SARS has double taxation agreements (DTA) with certain 
countries to determine who has exclusive rights to your taxes. 

It is worth noting, however, that for ordinary residents, all income sources 
within South Africa will still be taxable in South Africa. 

The coming laws only apply to your foreign income – normal tax is paid on all 
South African assets and capital gains made on those assets in the country.  

South Africans who have permanently left the country, who still have assets in 
the country, are still taxed on those assets, with the only way to divorce being 
through financial emigration. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

    

                 

  

    

  


