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Tax joins the IFRS17 implementation race 
Author: Isabeau Brincker, member of the South African Institute of Chartered Accountants 
(SAICA) Southern Region Tax Subcommittee and Head of Group Tax Advisory at Sanlam. 

On 18 May 2017, the International Accounting Standards Board issued IFRS 17 Insurance 
Contracts (IFRS17) which ended many years of discussion, debate and lobbying, shortly after 
the insurance industry in South Africa had to implement the requirements of the South African 
Solvency Assessment and Management regime (SAM) and just before the introduction of the 
new Insurance Act, 18 of 2017. SAM, which is similar to the Solvency II regime applicable in 
other countries, is a risk-based supervisory regime aimed at improving policyholder protection 
and contributing to financial stability.   

IFRS17, which focuses on insurance liabilities, is the first comprehensive and truly 
international IFRS standard establishing the accounting for insurance contracts and 
representing the most significant change to insurance accounting requirements in over 20 
years. Following its release, the insurance industry faced the global challenge of 
understanding and preparing for the operational impact on modelling, data, systems and 
processes.  The effective date for IFRS17 has been extended many times, with it now being 
applicable to reporting periods starting on or after 1 January 2023.  This long lead time (almost 
5 years) is a true reflection of the complexities not only expected at the time of its release, but 
actually encountered in practice around the implementation of IFRS17.  

SAM, on the other hand, was introduced in 2016 as part of the new “twin peaks” regulatory 
approach in South Africa.  Prior to this regulatory change, the taxable position of insurers was 
determined with reference to, amongst others, their regulatory reserve position. The change 
in regulation required a reconsideration of the appropriateness of the then regulatory basis for 
the taxation of insurers and a revision of the insurance tax provisions if deemed necessary.  
This process resulted in the amendment of sections 28 and 29A of the Income Tax Act (IT 
Act) in alignment with accounting standards (currently IFRS4), and in recognition of the fact 
that SAM did not represent a suitable basis for the calculation of tax. 

Under IFRS4, insurers are not required to account for insurance contracts in a consistent 
manner.  This makes it difficult for users of financial statements such as investors and analysts 
to identify which groups of insurance contracts are profit-making and analyse trend 
information.  IFRS17 introduces consistent accounting for all insurance contracts based on a 
current measurement model. It provides updated information about the obligations, risks and 
performance of insurance contracts and increases transparency in financial information 
reported by insurers.     

Annexure C in the tax proposals contained in the 2022 budget speech, includes a proposal for 
changes to sections 28 and 29A of the IT Act, which is currently based on IFRS4, to mitigate 



the impact of the introduction of IFRS17.  Since IFRS17 may have a material impact on the 
valuation method for insurance contract liabilities and insurer’s cash flow and profit profiles, it 
is anticipated that an appropriate phasing-in period will be required from a tax perspective to 
manage the IFRS17 transitional impact. An appropriate phasing-in period may ensure a more 
stable and sustainable tax cash flow from the insurance industry to the fiscus over the longer 
term.  As was the case with the introduction of SAM, it is anticipated that the changes to the 
IT Act will aim to ensure the most appropriate and stable basis for taxation of insurers on a 
long-term basis. 

 
About SAICA 

The South African Institute of Chartered Accountants (SAICA), South Africa’s pre-eminent 
accountancy body, is widely recognised as one of the world’s leading accounting institutes. 
The Institute provides a wide range of support services to more than 50 000 members and 
associates who are chartered accountants (CAs[SA]), as well as associate general 
accountants (AGAs[SA]) and accounting technicians (ATs[SA]), who hold positions as CEOs, 
MDs, board directors, business owners, chief financial officers, auditors and leaders in every 
sphere of commerce and industry, and who play a significant role in the nation’s highly 
dynamic business sector and economic development. 

Chartered Accountants are highly valued for their versatile skill set and creative lateral 
thinking, that's why all of the top 100 Global Brands employ Chartered Accountants. 
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