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INDUSTRY ASSOCIATIONS

The ru|ir'l_:] deals with an investment by o prvale
individual in o single premium whala life fso
colled open-ended) investment offered by o
borsagn insurer nol regislered in South Alrica)
”'n;- nobure of ||"|;--j¢_ |_|:,'-||.'\_||;-'_:_ |;'|r;|I|'| m S:_‘-l_:ill
Africa ond olfshore, is thal the death benelit
ond cash volue al any ime iz direclly lnked io
Hhaz |.-r'-{l-r|'ri||-§l! iireaskmenl |:-"-|r|-::|i-:'. which is
shuchsred accorging lo the wishes of the invesior
ond is selecled, ||-_-r||':_|||-,-_ from o wide range ol
imvastment linkoges

Az with ;_:|| CEEsuranoe pr-;:;il,,;_rs_ I|1=_- i shor

does not direclly own the underlying ossels in
the porfelio bul owns the policy, which in furm
gives I}'r,: inveslor o ||::,3|1I o o I|r_'||_::,||s_- i I}'r,:

performonce of these osselz which are directly
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fact that the investar did not own the underlying
|.'|:i::1'|3'.. ::" QO ||J|||H rec i:i'r'l'ljl or X rlll'l.i

flr_:r'n I||s_'- invesiment moy, -;I:_ pending on I}'n_-
circumsionces, be lawble in the honds of the
investor, which no doubl will come as quile o

surprise lo many nveslors,

Itis well understood thal since South African
assurers pay income lax and capilal gains lox

| 7=] SARS on |:|,-||-:1|| of inveslon wia the |-_‘-|||-|:|.-r'|'i
CIpAp O F !__,'l_-lll-rl:lll-.l b Procaeds ol |)l_\|iu|_-::
issuad by South Africon ossurers are nod foed in

the handz of the investor.

Howavar, in the doys belore the pariol
reloxation of exchonge conlrols and South
Alrica’s re-entry into the glebal inoncol
|l'::||-|'l'_;, Fmcny Seuth Alricans inveshed in the
olfshore equivalent of these insvrance products.
This was mainly becouse they did nol generale

any il1l\. i 5lreams '-'-'IIII II "'\-'-':'\lllll‘i l‘:ll' IHI(IhII: ir'

TAX CLARITY

on investing in offshore

insurance plans

4 recenl binding private ruling by the South African Revenue Service (SARS) serves as a usehul

reminder thol investors need lo consider many diflerent ongles belore entrusting their hard-

pamed monaey lo an invesimen| schemae
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South Alvica. Many of these investmenlts ware
ragularised by South African resident invaslors
in the 2003 fax ond exchonge conbrol amnasty;
hevwgvar, the box shatus has up unBl now
ramained undear, To r_'r;|||'|,|;_'\-|_||1r_1 the [,1|-',:|;1||;||'
moany, il mel all, of these olfshore insurers closed
their locol offices or foced the obligation of

registering in Soulh Alrico. As o resullil hos

“It is well understood
that since South
African assurers pay
income tax and capital
ains tax to SARS{’m
ebalf of investors via
the four-fund approach,
generally, the proceeds
of policies issued by
outh Afvican assurers
are not taxed in the
hands of the investor.”
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becoma e r-:--.|:-::-|:~i|::-i|i|-. of local Soulh Alhcan

independent finoncial odvisers fo pick up the

diflicull navice burden of these crphon products

The lesson hers is when considenng unusual or
ofichore investments, it is alwoys best ko consull
wilh your finondal adviser reqording these
products; their experience and experlise con
asses| you ona }-._|||_; you mihgale any negahve
repercuzsions of uninformed investmant decisions
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