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In today’s discussion, I will provide a basic overview of 
the required disclosures of taxation in a company’s 
Annual Financial Statements as required by IFRS for 
SME’s

We will discuss the disclosure of the following: 

• Normal Tax 

• Deferred Tax

• Prior year adjustments for normal and deferred tax

• Foreign taxes

• SARS liability

• Change in tax rate

• New rules pertaining to assessed losses

Session 1









Qualitative characteristics of information that is disclosed in 
the financial statements:

• Understandability

• Relevance

• Materiality

• Reliability

• Substance over form

• Prudence

• Completeness

• Comparability

• Timeliness

• Balance between benefit and cost

• Undue cost or effort



Definition of “current tax”

Definition of “deferred tax”



Current tax
SARS asset/liability

Tax rate – substantially 
enacted/enacted



Deferred tax asset/liability
Probability (Requires at least 50% 
certainty) before asset or liability 

can be recognised

• Need to recognise deferred tax 
on the balance sheet method. 

• Difference between the 
carrying value of an asset and 
the tax value (tax base) of an 
asset

• Difference between the 
carrying value of a liability and 
the tax value (tax base) of the 
liability



Tax base of an asset
e.g. Tax value of PPE

Assessed loss
Provisions

Tax base of a liability
e.g. Section 24C



Generally need to recognise 
deferred tax on ALL temporary 

differences.



Fixed assets

Interest (S23M)
Limitation of interest deductions in 
respect of debts owed to persons 

not subject to tax



Deferred tax asset raised to the extent 
that it is probable that taxable profits will 
be available in future. Effectively an 
“impairment” of deferred tax asset.

Examples of items that give rise to deferred tax 
assets: 
• Provisions add back

• Bonus, Leave Pay, PRMA
• Warranties, Maintenance
• Credit Notes

• Section 11A pre-trade expenditures carried 
forward

• Section 23A limitation of capital allowance 
on assets leased

• Tax value of assets are higher than carrying 
value of assets

• Section 23M add back of interest
• Assessed losses



When checking “impairment” – 
cannot set-off jurisdictions and 
cannot apply “group” tax

When checking impairment – There 
needs to be more than 50% 
likelihood of future profits 
(Probable > 50%)



Annual evaluation



What tax rate?

In the National Budget Speech of 2022, it was 
announced that the corporate tax rate will be 
reduced from 28% to 27% with effect from years of 
assessment commencing on or after 1 April 2022



Gold Mines

• Investments – if the 
investment will be 
recovered via 
dividends – use 0%. If 
on sale use CGT rate.

• Land revaluations 
recovery via rent – use 
27% - if via sale, use 
CGT rate



• Dividend tax is tax on shareholder 
 HOWEVER
• Deemed dividends is tax on company 

and must be shown on tax line
• Section 8F
• Section31 

• Disclose tax where the associated 
income is recognised

• Deferred tax is always non-current

• Generally in RSA a net amount can be 
shown. But acceptable to disclose 
separately.





• Sub-elements of deferred 
tax in balance sheet

• Generally in RSA a net 
amount can be shown. But 
acceptable to disclose 
separately.



Understanding 
Deferred Tax



Example 1 Provisions



30 June 
2021

30 June 
2022

30 June 
2023



30 June 2021 30 June 2022
30 June 

2023



30 June 2021 30 June 2022 30 June 2023



30 June 
2021

30 June 
2022

30 June 
2023



30 June 2021 30 June 2022 30 June 2023



30 June 
2021

30 June 
2022

30 June 
2023



Example 2 Fixed Assets



Case Study 
Facts Date

Company acquires mobile crane on 2021/01/01
Purchase price R 1 000 000
Section 11(e) tax wear and tear 25%
Accounting Depreciation rate (no residual) 15%
Mobile crane is used as part of business continiously 
Mobile crane is sold to unrelated party on 2023/03/31
Proceeds on sale of asset R 1 400 000

Assumptions 2021/06/30 2022/06/30 2023/06/30
Net income before depreciation and before profit/loss on sale of asset 20 000 000 30 000 000 40 000 000 
Total provisional tax payments made for relevant tax year 4 000 000 6 000 000 9 000 000 
Assume prior year tax liability is settled in full in current year 

Calculate:  2021 2022 2023
1. Net income before tax 
2. Current tax charge in Income Statement 
3. Deferred tax charge in income statement 
4. SARS liability as at 30 June each year 
5. Book value of assets as at 30 June each year 
6. Tax value of assets as at 30 June each year 
7. Deferred tax liability as at 30 June each year 
8. Perform proof of deferred tax at 30 June each year - Balance? 



Calculating NIBT

Book value on date of sale 662 500

Proceeds on sale 1 400 000

Profit on sale 737 500

30 June 
2021

30 June 
2022

30 June 
2023



Calculating Income Tax Liability
30 June 2021 30 June 2022 30 June 2023



Calculating Deferred Tax

30 June 
2021

30 June 
2022

30 June 
2023



Proof of Deferred Tax

30 June 
2021

30 June 
2022

30 June 
2023



Disclosure in Income Statement
30 June 

2021
30 June 

2022
30 June 

2023



Tax Rate Reconciliation

30 June 
2021

30 June 
2022

30 June 
2023



Answer
2021 2022 2023

1. Net income before tax 19 925 000 29 850 000 40 625 000 

2. Current tax charge in Income Statement 5 565 000 8 330 000 11 394 600 

3. Deferred tax charge in income statement 14 000 28 000 -42 000 

4. SARS liability as at 30 June each year 1 565 000 2 330 000 2 394 600 

5. Book value of assets as at 30 June each year 925 000 775 000 -

6. Tax value of assets as at 30 June each year 875 000 625 000 -

7. Deferred tax liability as at 30 June each year -14 000 -42 000 -

8. Perform proof of deferred tax at 30 June each year - Balance? - - -



Prior year 
adjustment Calculation and Disclosure



What is a prior year adjustment?

Difference between tax amount calculated and disclosed in the AFS compared to final assessment 
issued by SARS

Relevant for normal as well as deferred tax

Why do we need to disclose this?

For AFS to be accurate and reliable







28% - 27% Change in tax rate





In the National Budget Speech of 2022, it was 
announced that the corporate tax rate will be 
reduced from 28% to 27% with effect from years of 
assessment commencing on or after 1 April 2022



How to calculate change in tax rate:





Section 20 of 
the ITA

New Rules on 
Assessed Losses



The amendment will be effective for companies with years of assessment ending on or after 31 March 2023.

Statement Comment

Higher of R1 000 000 • Companies with taxable income of less than R1 000 000 will be able to set-
off full assessed loss 

• Companies with a tax loss will be able to set-off full assessed loss

Or 80% of TAXABLE INCOME • Very important – taxable income and not assessed loss

Companies who are in an assessed loss position for a specific year (before the utilisation of the assessed loss)
will not be affected. The 80% limitation is only applicable where a taxable profit was made during the year.











Thank you
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