
 

        

 

Treatment of foreign reinsurance 

branches and withdrawal of the Risk 

Policy fund proposal 

In detail

Tax treatment of foreign 

reinsurers 

In order to clarify the tax treatment 

of a foreign reinsurer that conducts 

long term reinsurance business 

through a branch in South Africa, 

the TLAB proposes an amendment 

to section 28 of the Income Tax 

Act, 1962 (Act no. 58 of 1962) (“the 

Act”) that allows a foreign reinsurer 

to deduct long-term reinsurance 

liabilities based on the same 

formula disposition provided for 

under section 29A relating to 

“adjusted IFRS value”.  

This will ensure consistency with 

the taxation of domestic reinsurers 

conducting the same type of 

business as a foreign reinsurer 

through a branch operation in 

South Africa. The definitions of 

“Insurer” and “Policy” in section 

29A have also been updated to 

exclude the long-term reinsurance 

business conducted by a non-

resident reinsurer through a South 

African branch. 

Withdrawal of the Risk Policy 

definition proposed change 

The draft TLAB proposed an 

amendment to the definition of “risk 

policy”, which removed the 

exclusion of contracts of insurance 

in terms of which annuities are paid 

from the definition. The purpose of 

the proposed amendment was to 

ensure that risk policies remain 

allocated to risk policy funds even 

when policy proceeds are paid in 

the form of an annuity. Some 

insurers were of the view that this 

would have reduced administration 

relating to the transfer of assets 

between tax funds.
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Let’s talk 

For a deeper discussion of 

how this issue might affect 

your business, please 

contact: 

 

Jos Smit 

Cape Town 

(021) 529 2315 

Jos.smit@pwc.com 

Melissa Hadfield 

Johannesburg 

(011) 797 5773 

Melissa.hadfield@pwc.com 

 

In brief 
The 2019 Taxation Laws Amendment Bill (“the TLAB”), introduced in 

Parliament on 30 October 2019, provides for the tax treatment of foreign 

reinsurers that conduct reinsurance business through a branch in South 

Africa. Although the draft version of the Bill (“the Draft TLAB”) proposed 

amendments dealing with the refinement of the Risk Policy definition 

relating to contracts of insurance, these proposed amendments were 

withdrawn and do not appear in the final Bill. 
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Following representations by industry, however, 

this proposed amendment was withdrawn. 
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