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New Zcaland EquivaLent 10 Iniclrational Accounring Stalclard 12 lncorne Taxes (NZIAS 12) is set oLlt in
paragraphs r'Z 0.1 99. NZIAS l2 is bascd on Intenrational Acoounting Staide(d 12 l]1cot)rc 7in.J (lAS l2) (revlscd

2000) issued 6y the Inrernlrtional Accou ting Standards Comnlittcc (IASC) arrd adopted bythe lDtcmaiional Accour)tit)g

S|andatds Boatd (LASB). All the paragraphs have equel authonty but retain the IASC fomlat ofthe Stendard whe it
\ras adopted by the l A S B. NZ l^s l2 should bc read il1 the contcxt of its obj ective and the IASB's Basis for Conclusions

on IAS 12 and drc New Zealarld EqlLivalcnt to ihe IASB Co (e?tudl lirunettork .fot Findtlcixl l?ePartit)g

l\Z f-rantextt k) - NZ L\S I .l t c ounthg Policies. Clunge s h ,lccou ting Estiuat?! |nd Enot s provides I hasi! lb1

selecting and appl.ving accounting policies in thc absenoe of expliclt guidance.

Any r-eu, Zcaland additional mate(ial is sho$r wiih either "NZ" or "RDR' pleceding thc paragraph nurrbcr.



NZ IAS 12

New Zealand Equivalent to lnternational Accounting
Standard 12

lncome Taxes (NZ IAS 12)

Objective

Thc objcctil,c ofrhis Slandard is to plcscribe the accountinll trcarment for income raxcs. Thc principal issue
in accounting for income taxes is hor,,.to account lbr illc cuarent and fuhtie ta\ collseqLl€nces of:

(r) the future recovcry (sellleDreDt) ofthe carryi canountofassets (liabilities) thei are recogrrised in al1

entity's statement oftinancial posiiionl and

(tr) transactiorrs arLd other e\.erts of thc cufieDt period that arc recoglised in an cntity,s lil1crlcia]
statenlenis.

It is inherent in thc rccognilion oI an asset trr liabilitv that the reporti g cnlilv expecls t. recolcr or seltle rhe
can'lirrg antount oflhat asset or liahility. lf it i s probab lc that reco\,erv ot settlcrn.nt o f thrt 0a[) ilrg anlount
will rnake future ta\ pa\mcllts largct-(s laller) than rlte.vwould be ifsuch recovet.y ol-s.rllelnenr $.el.e to ha\,e
no iax collscqu.nccs, this Siandard requires an eltitv to recognisc a delened tax liabilirl (deferred tax asset).
\r,irh certain liniied ex.eprions.

This Stanclarcl requires an . titv to account forthc tax consequences oftransaclions and othcr'avent: iu tlre
sanrc rvav lhalil accolLDts lor drc traisacLioDs and other cvellLs lheursehes. Thus. lor lransactions a dother
e\'enls recosoised in profit or loss, any Ielarcd rex eflects xre also rccognised in prol-tr or loss. Fol tratsactioits
and other eYents lecognised oLrtside protit or loss (eitLer in othcr conrprehensrr,e income tr dir'ectly in cquit,).
anl r'elated lax cff'ecls are also recognised oulside profir or- loss (either in othcr contprehensive inconrc or.
directly in cquity. rrspectivel).). Sirnilarl],. the rec,rsnition ofd.ferred rax assets and liebiLrries in a business
oombiuation aliects rhe a1nour1t of goodwjll a]ilirg in that business combination or the amoul1t of thc balgair
purchasegai recognised.

'I'his Starldatd also deals \\'ith the recognition oi dcfcrred tax assets ar-ising liorn ullused tax losses or u11used
lax credits. the prcscntalion of incomc taxes in the financial stateme ts and tlrc disclosure of inforrnation
rclating to ilcome taxes.

NZ 0.1 'lhis Standard applics to'licr I end Tier 2 for-prol'it entities,

)'lZ 0.2 A Ticr 2 entit) is not requircd to comply rvith the disclosurc requirements in this Standard denotcd with
aD a!tclisk (*). \\'here an entit), elects to applt a disclosure concession it shall compll, ]yith an!
RDR paragraphs associated $'ith that concession.

1 This Standerd shdl tie applied in accounting for income taxes.

2 For thc purposes ofthis Starrdard. iDcome taxcs i.clude all donresric and foreigl tares r.vhich are based on
laxable proljts. lncoole ta\cs also include tarcs. such as $ irlirolding tLrxes. rvhich arc palable b1, a subritlialv.
associatc orjoitu anangeltcnr on disrributions to the reprtning e11rity.

3 lDeleted b1,lASB.l

4 This Standard docs llot deal \\ llh thc nrcthods ofaccountiDs for eovernmcnt glants (sec N,a IAS 20.1..orlltrrti
Jbr Gorernnent Cratts and Ditclosute ctf (;oter]Dno1L lstistalce) or in\ estment ta)i credits. ]lowe\er. this
Standard docs deal wirh thc accounlinli tbr tcorporaD' difftrcnces thar ma! adse from suc[ grants or
illvest]nent tea caedits.

Definitions

5 The followitrg terms are used in this Standard with the meaDings specified:

Accourltit g profit rs profit or loss for a period before deducti[g tax expense.

Taxable prufrt (tax loss) is the profit (loss) for a period, determined in accordance with the rules
established by the taxatio[ authodties, upon which income taxes are payable (recoverable).
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C rre t tax is the 
^nount 

ofincome taxes payable (r'ecoverable) itr respect ofthe taxable profit (tax loss)
for a period.

Det'erred tax liabilities are the amounts of income taaes payable in future periods itr respect of taxable
temporary differerlces,

Defetetl. tax assets are the amoutrts of income taxes recoverable in future periods in respect ofl

(a) deductibletemporarydifferences;

(b) the carrjrforward ofutrused tax losses; anal

(c) the carryforward ofunused tax credits.

Temporary differences are differences between fhe carr),rtrg amount of an asset or tiabitity in the
statement of financial position atrd its tax base. Temporary differences may be either:

(r) taxable terrlporury differences, which are temporary differelces that will result itr taxable
amounts itr determining taxable proht (tax loss) of future periods when the carrying amount of
the asset or liability is recovered or setded; or

(b) ded crtbb tumporury diffeletces, which are temporary differences that will result in amounts
that are deductible in determidng taxable prolit (tax loss) of future periods when the carrying
amount of the asset or liability is recovered or settled.

The tax base of 
^L 

asset or liability is the amouEt attributed to that asset or liability for tax purposes.

Tax expeNe (1ax hcome) comprises curetrt tax expense (curent tax income) and defered ta-x expense
(deferred tax income).

Tax base

The tax base of an asset is the amoutt that will be deductible for ta.( purposes against any taxable econonic
benefits that will flow to an entity when it recovers the carrying amount ofthe asset. Ifthose economic beneflts
will not be taxable, the tax base ofihe asset is equal to its carrying amount.

Examples

I A machine cost 100. Io1 tax purloscs, depreciatioi of30 has alrcadybecn deducted in thc cuIaent

and prior pcriods a,rd the ren1aining cost \\,i]l bc dcductible in future periods, cithcr as depreciation
or ihrough a deduction on disposal. Revellue genemled by usins the nlachiie is laxablc, any gain

on disposal oldre machine will be taxabl. and aly loss on disposal will bc dcductible 1or tax

puryoses. Ii.r ,.rr bdr e of the nachine is 70.

2 Intcrcst rcccivable has a calrying ai]ou l of 100. The related inleresL revcnue rvill be tared on a

cash basis. lre l.r,r 1).7se ol the iterett reuivaltle is nil.

3 Trade receivablcs havc a carrying antount of 100. Thc related revenue has al'ead1, beel ilclrLdcd
in taxablc prol-rt (t.Lx loss\. Th! ta\ h as. ol llle tru de t e(eita h les is I AA

4 Dividcnds receivable lro a subsidiarl, har,e a carrying auount of 100. Ihe dividelrds are not
laxable. 1, tuhttu ce, thc entirc Lan't,itlg dxount aflhe asset is dedullihle against the exo]tomic

be efits. Consequdtr4', the tar bav afthe diti.letds recetuahle is 144."

5 A loan receivable has a calaying arnount of 100. The repa]r1cnt ofihe loan $ill ha,ie no tax
conscque[ces. Ihe tax batt: oftht laan is l0a.

{a) UDder this anaL),sis. drere is ro raxable ternpomry diffcrcnce. Ar alrerralive anal}sis is thal lhe accrued dividdlds
receilabl. havc a tax br!. ol .il and rhat a lax ralc ofnil is ap|li.d to rhe resuliing rd\ablc lemporary difrir..cc ol
100 Under both aualtscs. there is 1ro deferred tax liabihtr'.

Tllc tar base of a Liabiliry is its carrying amouDl. less any amount that will be deductible Ior tax pulposes in

respcct ofthat liability in future periods. In the case ofrevenrLc which is received in advance, the tax basc of
rhc rcsulting liability is its carrying amount. Iess any arrount ofthe revenue lhat u'ill noi be la\ablc in future
periods.

Tar expe se (tu-,t itco",ei l!_Ihq_1ggl:9gl1g.anrount included in the deternlination_qlp.lgqLor loss for thc
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Examples

I tlunent lishilities include accrtcd crpenses rvith o corving amoLrnt of 100. the related expense
lvill Lc dcducrcd lor lar purloscs on a cash basis. //ra ra.r base ol rhe accruei r:spe]l-!.i iJl]il.

I Cunent liabilirjcs include interest revcnllc rcceived in adva ce, rvirh a carrviog anroullt of 100.
The related interest revenue rvas taxcd orr a cash b.Lts. lhe tor bate al the iltercst rccei\'ad itl
adratk'e is tlil.

3 Cunent liabililies include accrued expenses with a carrlilrg amou tol100. -lhe 
related expense

has already been deducrcd for tax purposcs. The tax base oJ the actrued expet$e\ is l0A

4 Cuncnr liabilirics includ. accru.d fines and penalties rvith a carryiDg amount of 100. Fines and
penallies are Dol deductible for tax purposes. Thetu-thaseo/ the ttctruetl.fitet a'td penahies is
t 04.^

5 A loan payable has a carrying afloul1t o1100. Th. repaymcnt ofthc loan will here no tax
conseqlrelrces. lhe to:i hd\e oj the laan i' I00

(a) Undcrthisanrl]sis.th.reisnodedu.tibletemporarydrfitlec..,ln.rlrcDrari\.anelysisisihirrhea..medUresand
trcnaltcs payalrlc lravc a rar basc of nil and that a ta1 mt. ofnil is alplied 1o rhe resul{rng d.du(riblc rcnuorful
differerce of 100 l-nderborh a11al-"'.ses, rhere is no dei;ncd ta\ ari.t

Solnc itcms havc a tax basc but are not recognised as assels and liabiLities in thc statcmcnt oft'lnancial position.
For erafip1c. rcscarch costs are recognised as an expense in d.tcrmining accounting profil ri) the period in
\\hich they are incu[ed bul rDa], nol be pelnitied as a dcductron in dctemrining taxable profit (ta\ loss) urltil
a later period. The difltre[ce bet\.\,een dlc rax base of the rcsearch costs, being thc anrount lhe laxation
author-ilics wrll pcrrnit as a deductioa in futule peliods. and thc canlrng alrlount o1 .il is a (ieductible tcnrporarl
dill;rence thal results il] a delerred ta\ asset.

Where the tax base of an assct or llabilit.v is 11ot imtnediatel], apparcnt. ir 1s he$lLrl to considcr thc
fl]llda er!al principle uporl rvhich dris Srandard is basedt that an enrir)' shel1, ,,rirh celrarn liDtited
exceptions. recognise a delfrrcd tax liablJltl, (asset) whener, er recoverv or settlcmcl]t ol'lhe carrying amount
of an assct or liabiliry wo[ld make furure la\ pa!mcnts largcr (sma]lcr) than the\, \\'oul(l be if such rccovery
or scttlemenl were to have Do tax conscqucnces. Exen]ple C lbllo*ing paraglaph51A ilhLsuates
oilcumstances whell it rray bc hclplul to consider this lundanentai princrple. lbr cxamp]e, ]vhen tite tar
basc of an assct or liaLllity dcpends on rhe expected manner ol rccovcr! or s.ll1errreDr.

In consolidated fina[cia] statcrncnis, lernporary difl'erences ate deternlined bv conlpaling he carying amounts
ofass.ts and liabilities in the cousolidated financlal statemenrs wirh the appropriate tax trasc. Ihc taxbase is
dctcnrincd by rcfet el ce to a conso lidaled tax return in dlo sc .juris dictiois 1lr w]rich suclL a rcturn is lliled. In
otheljLrrisdictions, the tax basc is dcteflnined by refetence to thc tax rctums ofeech enlily irl the group.

Recognition of current tax Iiabilities and current tax assets

12 Current tax for current and prior periods shall, to the extent unpaid, be recognised as a liability. If the
amou[t already paid h respect of current and prior pe ods exceeds the amoutrt due for those periods,
the eacess shall be recognised as an asset.

13 The benelit relating to a tax loss that can be carried back to recover currelt tax of a previous period
shall be recognised as an asset

14 When a tax loss is used to recover currelt tax ofaprevious period, an entity recognises the benefrt as an asset
in the period in which the tan loss occus because it is probable that the benefit will flow to the etrtity and the
betefit can be reliably measued.

Recognition of deferred tax liabilities and deferred tax assets

Taxable temporary differences

A deferred tax liability shall be recognised for all taxable temporary differences, except to the extent
that the deferred tax liability arises from:
(a) the initial recognition ofgoodwill; or
(b) the initial recog[ition ofan asset or liability in a transaction which.

(i) is not a business combination; and

15



16

NZ IAS 12

(ii) at the tine of the tr4lsaction, affects Ileitler accou lillg pr-ofit rror taxable profit (lfi
Ioss).

H011clcr, f0r'tarable tcmpor',r'] diffclcrlccs associated },l'ith in\.cstnrcnts in subsidiaJ.ics, branchcs end
associates, and interesfs ilr joint arrangements, a rlelerred ta\ liahilifv shall be recognised ir accordance
with paragraph 39.

k is inherent in the lecognition ofan asset lhat its carying anrount will be lecovercd in the form ofecononic
bcncllts drat flo$ to lhe e tity in firtirrc pcriods. Whcn thc carl/ing amount ofthe asset exceeds its tax basc,
dre aflourlt of taxable ecoionic benel-rls $ill exceed the anount tlut will be allowed as a deductioo tbr tax

lluqloses. This difference is a taxablc tcmpolary dit'fcrence and the obligation to pay tlc resulting income
larcs in fulure periods is a deltrred tax liability. As the entity recovers the carying amount olthe asset, the
laxable lemporary difference rvill reverse and the entity will havc taxable profit. This makes it probable that
eoonomic bcncl'Lts rvill llow tiom the enrity ir the lbnn oltax palmerls. Therelbre, this Standard rcquircs thc
lecognition ofall defered tax liabilities. excepl ir1 celtain circumstances described in paragr-aphs I5 and 19.

Example

An asset rvhich cost 150 has a canyiDg rlnourt oI100. Cumularive depleoiation for tax puryoses is 90
and the tan rate is 25%.

l'he rat bareoJthectsset is 60 (cost oJ l50 less.utnufulite kN depre.iuLio of90). To recoyettlte
c:arn,i g annunt of I04, the entitt nlLtst cdt'11 taruble inca eof]00,b t vill onl], be oble to deduct l.Lt
de?rccio liot1 o/ 60. CotllllLLentb,tl1(entit,tt,illpa!i.otuetaxesallALl1at:i'%)\henitrc.o|ertLhe
cdrryins atnaltnt oJ lhe asset- 7he dillirc cebettee the cattlittg tunaunt af l0A and the tax bcl:^e ol 6l)
is tt ttLxable temporarr- diflerenrc ol 10. Thenillra, the oniry t-etogDises u deferretl tdx liahility o/ 1a
(10 trt 25%r) representiry the itlcame tdxes that it nill pd) then it rccovers the carting dDtoLolt af lhe

Somc tcmporary dilferences adse when incorre or expense is inclLrded irr accountins proilt io one period but
is included in taxable profit in a drffercnt period. Such temporarv" diffcrences arc often described as timing
diflerences. The lollowing ale examples ofte porar! dilferences olthis kjnd which are taxable te,nporar)/
differences and u,hich thereforc result in defcncd tax liabrlitics:

(a) interest revenlre is included in aooounting profit on a tinle propoftion basis but rnay, in sonre
jurisdictiorrs, be included in taxablc plofit rvhen cash is collectcd. The tax base ofany receivable
recognised in the stateneDt of firlancial position with respeot to such re\'enues is nil bccausc the
revenues do not affcct tiroble profit until cash is collected;

(b) deprecialion used rn deterNining taxable profit (tax loss) may dillar lio that uscd in detennining
accounting profil. The le]11pomry dillerence is the dilTerence beru,een lhc carrying arDou ofdle asset

and its lax base \vhich is ihe original cost of the asset less all deductions in rcspcct ofdrat asset pemlitted
by the taxation authorities in detemining laxable proilt o[ the cunenl and prior pcriods. A taxable
lelnpolary dilference a ses. aDd resuits iD a delerred tax liabilily, when tax depleciarjon is accelcmled
(if tax deplecialion is less rapid than accounting depreciation, a deductible temporary differcnce arises,

and results in a delelred tax asset); and

(") development costs may bc capitalised and amortised over future periods in detemlining accoulltirs
prollt but deducted in delermining taxable prolll in the peliod in uhich they a|e inculred. Suclt
developnent costs have a tax base of nil as the,"_ have already been deducled lrorn tarablc plofit. The
temporary ditTerence is the difference betwecn thc caffying arDount ofthe developDent costs and their
ta\ base ol iil.

Tcmporarl, dif'ferences also arise g4tent

(a) the idcntillablc assels accllrircd and liabilitics asslrmed in a business conrbination are recognised at
dreir fair valucs in accordance \rith NZ IFRS 3 Busiuess Cotnbiut iol7r, bul no equivalcnt adjustmcnt
is made for tax purposes (see |aragrafh I9)l

(b) assets arc rclalucd and rro cquivalcnt adjustment is nrade lor tax pLr$oses (see paragraph 20);

(c) good$ il I arise s in a bu siness colnbillatioll ( se e paragraph 2 I ) ;

(d) thc tex basc of an assci or liability on iDitial recognition dillers lrom its initial carryi|rg an1ount. for
exanrple when an entity beneils frorn non-taxable govcrnncnl grants relaled to assets (s.e
paragraphs 22 and 33); or

(e) the ca[ying amount of investments in subsidiarics, branches and assutiates ,,r interc\L\ irl Joirlt
arrangemerts becones dilfelent lrolu lhe lax basc of thc investme[t ol inter'esl (scc

paragraphs 38 -15).
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Business combinations

\Vrth lirnited exccptiolrs, thc idcntillablc osscts acquireJ atd liabilitics assur11cd ir a bus rcss cotrbirarion arc
reoogLriserl at thcjr lair values at thc icquisitior datc. lcmporar) drJl.rcnccs arisc lvhcr 1hc La\ bascs ol thc
identifiable assets acqurred 

^nd 
ljabilitjes assurned are not atlicied by the business co1nbrnetion 01 ale afticted

diffcrently. For erarlple. rten the carr),ing anounT ofan asset is incleaseJ to fail value but the rax base ofthe
asset reDuins al cost to rhe pr'evioos owner. a taxable terrporar)r diff'erencc arises wlrich rrsults ilr a delified ta.l
Iiabilir],. Thc resulting delered tax liabilit), alfects goodrvill (see paragraph 66)

A.ssets carried at fair value

NZ IFRS pemits or lc.luircs ccfiain assets to bc carricd at thir value or to bc lcvalui:d (scc. Ib1 exa ple.
NZ IAS I 6 PnpefiN, Platlt a nd Etlrrprr.r r, \Z IAS 3 E Into ngible lssers, NZ IAS 40 [itvestnetit Pl opct tt.
Nl ll-l{S 9 Fiudtlcidl hstt-L]t)entr and \Z IFRS 16 l-eusesl. ln so e jurisdictions. lhe revaluatioll or odler
restatcmcnt ofan asrer to t'air vaiue allects tarable proht (tar loss) lor the current period. As a lesult. drc tar
base of the asset is adjusted and no temporary difTercnce ariscs. In other jurisdictions, the revailet1on 01

restaiemerlt of an asset does not alTccl laxable profi! in the period of the revaluatiorL or restalenlerll and.

consequelrtlv, thc lax basc olthc assct is not adjustcd. Ncvefihelcss, the lirtrLre recovcrv olthe can!,ing amount
u'ill lesult in a larable florv of economic benefits !o the enlity and the arrrount tirat will be deductible tbr tar
purposes rvill dill'er lrorrr the amounr of those economic benefits. The difl'erence bet\.vccrl thc cau.ving amount
of a levahred asset and its tar base is a temporarv diflerence and gives rise to a defellec tax Liability or asset
This is truc cvcn if:

(a) the enuty does 11ot jnteDd to djspose ol lhe asset. In such cases. the revalued c.ryir-q anount of thc
asset will be lecor.ered through use and this will geneftte taxahle inconl- *,hich erceeds thc
depreciation thal willbe allo$,able lor lax pLrlposes in i'uture periods; or

(b) Lax o caprtal gei s is dclirrcd 11 rhc procccds ol rh. disposal ol'rhe assel arr invesled in similar assets.
In such calscs, thc tax \!ill ultimately bcco[rc payablc on sale ol use of the sinrj]:l assers.

Goodwill

Goodrvill arising ru a business conlbinarion is meosuled as rhe ercess of (a) ovcr (b) bclow:

(a) the aggregate of:

(i) rhe consideration lransferred rlcasured in accordancc $ith NZ IFR:i 3, $hicli generall!
requires acquisilion-date lair value;

(ii) Ihc aDnunt oi any non-controlling intcrcst in thc acquircc rccogrisccl in accordance wilh
NZ IFRS 3i ar\d

(iii) i a busincss corntrlnatior achic\'ad in stages. the acquisilion-date tair v,r1ue olthe acquirer''s
prevlorrs)1, held eqrLlty rnlelest ii the acquiree.

(b) thc n.t 01' thc acc}risition-datc arnounls ol the ideDtiljable assets acquired and liabiLities assunred
nrcasurcd in accordancc with -vZ IFRS 3.

llany laxation authorities do not alloN reducriolls in the carrying alrounr ofgoodwill as a dcductiblc c\pense
in dcrerllljnillg taxable profit. iuoteovcr, in such jurlsdictions, the cosr ol goodlvill is often not deducrible
lrhen a subsidiary disposes olits underlying business. II su ch l urisdictions, goodu,ill has a tar base of nil
Any diffelence between the carryiJrg amoullt of goodrvilL and its tax hasc of nil is e talable ternporalv
dil'1crencc. Howcver" this Stanclarrl d.res not peflnit the recognition ol ahe resultl g dclcrrcd Lar Liability
bccausc good*i11 is Lncasurcd as a rcsidual and c .ccognirion ollle delened la\ liabilit.\ lvould incrcasc drc
carr']ing anlount of good\\'ill.

Subsequent reducrions in a dcfcrrcd tax liabllit1, tha! is unrecognised because it arises florr rhc initial
recognilion of good*,ill are also |egalded as arising from the inirial rccognition oI good$,ill and are
dlerelore roi lecogllised under paragraph 15(a) For examplc. ii in a busflr.ss c(,ilbination an entitJ,
recognises goodwrll of ClJl00 that has a tax base ol nil, paragraph l-s(a) prohibits the entity from
recognislns the resultlng dcfcrrcd tax Iiairilily. ll fic entit) subsequenily recollnises an ilnpairmcnr loss o1'

CU20 for that goodB.ill. dre anlount ofihc taxablc rc1)rpolaN dilferel1ce lelari[g rL] rh( -qoodr.r'i1l is rcduccd
fiorl CU 100 to CU30. \\'ith a resultlng dec.ease ir1 iheYalueofiheLrnrecogniseddcfclcdtaxliabillty.'l'hat
dccrcasc in th. valuc olth. unrecognised deleared lax liabilitf is also regarded as rclati g to rhe mitiaL
recognition ofthe goodrvill and is therefore prohibiLecl hom being lecognise.i urlder taragraph I5(a).

l)el'erred tax Liabiliries tbr ta>iable ternporary dif'tcrc[ccs rclating to good\!i]l are, ho,vever. recognised to
drc cxtcrrt lh.), do not arise froln the il1itial recognition of goodwi]1. For erarrple. Lf il1 a t]usincss
combination an ertit] r'ecogniscs roodrvill of CU I 00 that is deductible lor tax pulpo!es at a lale of 20 pcr
oentper year starai ginthcvear-o1'acquisition,thetaxbaseofthcgoodlvill is Clll00 oD initial rccognitio
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and CUE 0 at the end of the yeal' of acquisition. Ifdleca'yingarlountofgoodwilI arrhccndoftlre),earo1'
acquisition remains unchanged at CtJ I00. a taxable temporary differcncc ol CU20 arises at rhe end of that
year. Bccausc thal ta\al)le tenrporarv difll]rc cc docs nol rclxtc 1o thc initial reco-qnition ofthe good\!.iJl.
the resultilg rleferrcd tax liability is rccogriscd.

lnitial recognition of an asset or liability

A temporary diflorence may arise on initial r-ecogrrilio of an asset or liability. 1br example if part or all ol the
cost of an asset \\'i1l nol bc dcductible lor lax purposcs. The method of accoullting lor such a tenrporarv
difl'erence dcpcnds orr ihe nature oi d1c ransactio thaL led to the il1idal rccog[ition of the esset or ljability:

(a) in a busiress combination, an cntity recogllises any delerred tax liability or assct a d this a1l'ects the
amount of goodwill or bareain purchese eain it recogniscs (see paragraph 19);

(b) if lhe transaction affects clllrer accountirg profit or taxahlc profit, ar enlity recognises 1y dele[ed iax
liabilit], or asser and recogl ses thc rcsuhllg deferred tax expe[se or incomc it proht or loss (scc
paragaph 59);

(c) il ihe uansaction is nol a business co binatio[. and afl'ccts neither accounting p]oliL nor'raxable
profil. an cntii] would, in the absencc ofthc exenption provided by paragraphs l5anc124,recognise
the resulting dcf'cr1cd tax liabjlity ot asset and adjust thc carryins arnount of the asset or liability by
the samc amount. Such adjustments would lnake the financial stdternents Less tlirnspareDt.
Thcrclore. this Slandard does not pcnnit an cnlity ro recognise the resulti[g deferred tax liability or
assei. either on initial rccognition or subsealuently (see example on next pagc). Furthcrmorc, an
enlitv docs not recognise subsequent changcs in thc uflrccognised defered rax liabi]ity or asset as

the asset is depreciated.

in accordance with NZ L\S 32 Findnciul In.^tt-une t5: Pr^efitation the issuer of a compound financial
instrurnenl (lor exaDple, a convcrtiblc bond) classifles the irstrumelt's liabilitv component as a liability and
the equity couponelt as cquit). i soDte.ju sdictions. the tax base ofthe Liability component ol1 initial
recognition is equal to the iritial canying amount of the sum oi the liability a1ld equity compooents. The
resulting taxable iernporary dlflerence arises frorn the itlitial reoognition ofthe equity component separatell/
fiom the liability componcnt. Therelore. llre exception set out in paragraph 15(b) does not apply.
Consequentl),,. an entity recogniscs thc rcsuliitg delered tax liability. In accordance \a.idr palagraph 6lA, the
delened tax is chalged directly to the carying amount of rhc cquiry comporle t. In accordance rvith
paragraph 58. subsequent changcs ir1 the del'e1.red lar liability are recognised in prcfit or loss as clefcned tax
exPense (iroonle).

Example illustrating paragrcph 22lc\

An cnti4 intelds to use an asset which cos! 1,000 thloughout its uscful life of five years and thcn disposc
ofittbraresidualvalueolnil. The tax ratc is 40'1,i,. Dcprcciation ol-the asser is nol deductible lir tax
purposes. On disposal, any capital gain would not Lre taxable and any capital loss would not be
cleductiblc.

As il reao\\t-s the cart),ing anount ofthe assel, the et1tiry will earn tdrable itu)ne aJ l,aqA aud pat tat
of 404. The entit\ does not recognise the rcsulting defe ed t,:lx lidbitit,t oflA0 because it rcsults.li'ai1t
the ititial recognition al lhe asset-

ht the followitg t ear tlte cat4ting antt>tux ri tlrc asl;e t is 8a0 In earning tarable int:ame of 800, the
e[til \till po!tarof320 Thee ti4' ioes Dot re@g ise the deJ,t rcd tat liabili t!- oJ 3 2 0 becduse it
res lL'.r'ont lhe ititiul recogtlitio ol tlle asset-

Deductible temporary differences

A deferred tax asset shall be recognised for all deductibl€ temporary differences to the extent that it is
probable that taxable prolit will be ayailable against which the deductible temporary difference can be
utilised, unless the deferred tax asset arises from the initial recogtrition of an asset or liability in a
trarsaction that:

(a) is rot a business combination; and

(b) at the time ofthe transactron, affects neither accounting prolit nor taxable profit (tax loss).

Eowever, for deductible temporary differences associated with investments in subsidiaries, branches
and associates, and interests in joint arrangements, a deferred tax asset shall be recognised in
accordance with paragraph 44.

24

l1



25

NZ IAS 12

It is inhelent in the recognition ofa liability that the carying amount will be settled in future periods through
an outflow from the entity ofresources enbodying econornic benefits. When resources flow from the entity,
parl or all oftheir amounts may be deductible in determining taxable prolit ofa period lalcr than the period irr
which the liability is recogoised. In such cascs, a temporary differeoce exists bctwe€r thc carrying amount of
the liability and its tax base. Accordhgly, a deferred ta-r( asset arises in respect of the income taxes that will
be recoverable in ihe tuhrre periods when that pad of thc liability is allowed as a deduction in deteminirg
taxable profit. Similarly, if the canying amount of an asset is less than ils tax base, the difference gives rise
to a defened tax assel in respect of the income taxes that will be recoverable in future periods.

Example

An eltity recognises a Iiability of 100 for accrued product warmnty costs. For tax purposes, the product
warranty costs will trot be deductible utrtil rhe entity pays the claim. The tax rate is 25%.
The tcu base ofthe liability is nil (catrying amount of l1a, }.ss the ahlount that y'ill be deductiblefot t0-\
put poses in respect af thdt liabiliry in future periods) - In settling the liability:for its canying auoutlt, the
e tir) q,ill leduce its future tdiable proJit by an amount of 100 al1d, cohsequently, reduce its.future tlli
payments by 25 (100at25%o). Tlte dilference between the carrying amount of 100 and the tax base of il
is a deductible temporary diflercnce of 100. Therefore, the entity tecognises a deJet-red tax asset of 25
()00 at 25%o), provided that it is plobable that the enti4) will eatn suticie t tLtdble pt ortt infuture
periods to benefitJron a reduclion in tax paymenls.

Tlre following are examples ofdeductible temporary differences that resulr in defened tax assets:

(a) retirement benefit costs may be deducted iu dete1millirg accounting profit as service is ptovided by
the employee, but deducted in detenniring taxable profit either when contributions are paid to a fund
by the entity or when retirement benefits are paid by the entity. A ten'rporary difference exists between
the carrying amouDt of the liability and its tax base; the tax base of the liability is usually nil_ Such a
deductible temporary difference results in a defered tax asset as economic benefits will flolv to the
entity in the form of a deduction lrom taxable profits when contributions or retirement benefits aie
paid;

(b) research costs are recogtlised as ar1 expense in detemining accounting ptofit ii the period in which
they are incuncd but may not be pernitted as a deduction in determiniog taxable profit (tax loss) until
a later period. The difference betrveen the tax base of the research cosrs, being the amount the taxation
authorities will permit as a deduction in future periods, and the canying amount ofnil is a deductible
temporary difference that rcsults in a deferred tax asset;

(c) with limited exceptions, an entiry recognises the identifiable assets acquired and liabilities assumed in
a business coobination at thei fair values at fte acquisitiou date. When a liabillty assuDred is
recognised at the acquisition dale but the related costs are not deducted in detenining taxable profits
until a later period, a deductible tenporaly difference arises which results in a dcfened tax asset. A
deferred tax asset also arises *.hen the fair value of an identifiable asset acquired is less tlran its tax
base. In both cases, the resulting dcfcrred tax asset affects goodwill (see paragraph 66); and

(d) ccftain assets may be carried at fair value, or may be revalucd, without an equivalent adjustment being
made for tax puq)oscs (sce paragraph 20). A deduciible temporaq, diffcrencc ariscs if tlre tax base of
the asset excaeds its cauyiog amount.

Example illustrating paragraph 26(d)

Idenlification ofa deductible temporary difference at the end ofYear 2:

Entity A purchases for CU I,000, at the beginning of Year l, a debt insfument with r nominal value of
CUl,000 payable o11 maturity in 5 years with an interest mte of 2% payable at ihe erd of each year. The
eflective interest mte is 2%. The debt instrument is measured at fail value.

At the end ofYear 2, the fair value of the debt instrument has decreased to CU9l8 as a rcsult of an
incrcasc in market intelest tates ro 5oZ. lt is probable that Entity A will collect all the contractual cash
flows ifit continues to hold the debt instrument.

Any gains (losses) on the debt irrshument are taxable (deductible) onlywhen realised. The gains (losses)
arising on tlre sale or maturity ofthe debt instrument are calculated for tax purposes as the difference
between the amount collected and thc orisinal cost of the debt instrument
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Example illustrating paragraph 26(d)

Accordingly, the tax base ofthe debt inshumcnt is its originai cost.

T/te diffetence benuee the ca ying amount of lhe debt instntment in Ehtity A's statenent oflinancial
positioll ofCU918 and its tu base of CUl,000 gives rise to a deductible tehporary dilference of CLI82
at the end ofYear 2 (see paragraphs 20 and 26(d)), irrespective of whether EntiD A expects to recorer
the carrytng amount ofthe debt instt'L, ent b)'sale or by use, ie by holding it and collecting contractual
cash flows, or a combiltatio afboth.

This is because deductible tenpotury dillerences are differchces beireen the carrying amount afan
asset or liabilily in the stateme ofiinancial position and its tax base thatwill resuh in arkoints that are
deduclible in determining taxable prcft (ta.x loss) ofrttnre periods, when the carrying amount ofthe
asset at liability is recavered or settled (see parugldph 5). Efitity I obtains a deduction equil)aL t to the
tet base ofthe asset of CUL,00A fu deteruining tacable profit (tax loss) either o4 sale or otx tuaturiry.

The reversal of deductible temporary differences results ir deductions in detennining taxable profits of future
pefiods. However, cconomic benefits in the folm of reductions in tax palments will flow to the entity only if
it eams sufficient taxable profits against which the deductions can be offset, Therefore, an entity recognises
deferred tax assets only when it is probable that taxable profits will be available against wldch the deductible
temporary differences can be utilised.

When an entity assesses whether taxable profits will be available against which it can utilise a deductible
tempomry difference, it considers whetler tax law restdcts the sources oftaxable profits against which it rnay
[1ake deductions on the reversal of that deductible tempolary difference, If t&r law iurposes no such
restrictions, ar entity assesses a deductible tempomty difference in combination with all ofits other deductible
temporary differences. Ilowever, if tax law rcstricts the utilisation of losses to deduction against incor,re ofa
specific type, a deductible temporary difference is assessed in combination only wirh other deductible
temporary differences ofthe appropriate type.

It is probable that taxable profit will be available against which a deductible temporary difference can be
utilised when drere are sufficient taxable temporary differeoces relating to the same taxation authority alld the
same laxable entity which are expected to reverse:

(u) ir1 the same period as the expected revercal ofthe deductible temporary difference; or

(b) in periods intc which a tax loss arising from the delbrcd tax asset can ba carried back or forward.

In such circumstarces, the defered tax asset is recognised in the period in which the deductible temporary
differences arise.

When there are insufficient taxable tempomry differences relating to the same taxatio[ autholiry and the safte
taxable entity, the defered tax asset is recognised to the extelt that:

(a) it is probable that the entity will have sufficient taxable profit relating to the same taxation autho ry
and the same taxable entity in the samc period as the reversal ofthe deductible temporary difference
(or in the periods into which a tax loss arising from the deferred tax asset can be catied back or
forward). In evaluating whether it will have sufficient taxable profit in future periods, an ertityt

(D compa(es the deductible temporary diflerences with future taxable profit thal excludes tax
deductions resulting from the reveGal of those deductible temporary differences. This
comparison shows the extent to which the future taxable profit is suffrcient for the entity to
deduct lhe amounts resulting tiom the reversal ofthose deductible temporary differeoces; and

(iD ignotes taxable atnounts arising from deductible temporary dillerences that are expected to
originate il1 future periods, because the deferred tax asset a sing froln these deductibLe
temporary differences will itself require futurc taxable profit in order to be utilised; or

(b) tax planning opportunities are available to tlle entity that will create taxable profit in appropriate
periods-

The estimate ofprobable future taxable profit may include the recovely ofsome ofan entiry's assets for more
thal their carrying amount if there is sufficient evidence that it is probable that the entity will achieve this. For
example, when an asset is measured at fai-r value, the entity shall consider whether there is sufficient evidence
to conclude that it is probable that the entity will recover the asset for more than its canying amount. This may
be the case, for example, wher an entityexpects to hold a fixed-rate debt instumelt aod collectthe contraotual
cash flows.
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t ax plaming oppomnitics ale actions that the entitl rvould rakc in older to create ot' incrcasc ta\able incomc
in a partrcular pe od belbre the expir! of a tilx loss or tax credit canytblward. for cxample. jr1 so]ne
jurisdlctions. taxable prolit nlav be creatcd or lncrcased b_r.:

(a) clccting to ha.,,e interest incoine taxed otl either I recelved ol'Icccivable b.rsis:

(b) deltrring the claim lor ccnain dcductions liom taxable profit;

(cl selling. and perhaps lcasillg back, assets that havc appreciated bur for uhich dte tax base has nol beeD
irdjusled 10 reflect such apprcciatiot: and

(d) selli g an assel tha! generatcs non-taxable jncome (sucl, as. in sontejurisdictioni. a governntellt bond)
in ordcl to pur'ahase anothef in\,astrncnt that generaies tanablc income.

\\rhere tax planning opportrmiLies advance tzlxablc profit fion a later period to an earlier period, thc L(ilisati.ul
of a tax loss or tax crcdit callforward still depcnds on the eiislence of f'unue raxable profit Jiolll sources other
than lulur'e or'i ginating tempora[, djfl-erences.

\\rhen ar cntrtv has a histolv ofreccnt losses, the entitv considcN the guidcnce i[ paragraphs ]5 aDd 36.

lDeleted b)r I-{SBl

Goodwill

If the carrying arnount ol goodwill arisilg in a busiress conrbirtatiort is less than its rax base. the diitcrence
gives dse to a dcferred tilx asset. The dcttrcd ta1 asse! arlsing fro the rnitial recognition ofgoodlrill shall
be recoglliscd as pafl ofthe accouniirg 1or a busiress conlbinaliorl to the extent rhat il is probable that taxable
prolir ui11 be available agairlst which tle deductible ternporary dif'ference could bc urilised.

lnitial recognition of an asset or liability
Onc case when a dettrred ux assel ariscs on ioitial rccognition ofall assct is \rrhen a non-taxablc gorernn enr
grenr l'eleled io an asset is dcducted ln amving ai th. car],ing amount oldte asseL but. ior tax putposes. is nor
deducled ftom the asset's dcpreciable arDount (in othea \vords its tax hase)i the canvil1g arnount of the asset is
lcss rhan its tax base and this givcs rise to a deductible tclnpolarv di1}lrencc. (jovemmcnt grants luay also be
set up als deferred incotue il1 r.vhich casc thc ditltlence betwccn the delefied incolnc ]rnd its tax basc ofnil is
a dcductible terrporaN diftircnce. \tr'Iichever mcthod ol plesentation an e tit) adopt:s, thc entitv does not
recog.ise the rcsulting delened tax ossct, for the reason givell in palaglaph 12.

Unused tax losses and unused tax credits
,\ deferrcd tax asset shall be recognised fbr the carrvforward of unused tar losses and unused ta\ credits
to the extent that it is probable that future tarable profit will be a\ ailable against \rhich the unused tar
losses and unused tax crcdits calt be utilised.

Thc criteria l'or recognising dctirrsd tax assets arisrng hom the carryforrvartl of unused tax losses aDd iax
credir\ arlr ihc snnre rs rhe.rirl,m lor recognising defc[cd rax assets a sing lionl deductib]e terlporary
dift'erences. Horverer. the eristence ol rurused tar losses is s!1ong evidencc rha! iirture laxable 11roJlt mav not
be avajlirble. Iherelorc. rvhen an entity has a hislor y ofreceni losscs, the entity recoEriscs a rleferred tax asse!
au'isinq lionr unused 1llx losses (r1 tar'( credits oDly ro dlc cxtert that dle cntit)' has sul'lict,l[t talablc renlpor.drv
diflerences oI lhcre is con\ incrng othcr cvidence thar sufficic t tarable plotit $ i11 be e,, ailable against which
Lhe unused tax losscs or LLuused tax credjts cal) be utilised b)' c entitv. ln such circumsLances. paragaaph 82
r-equircs dlsclosure oi the alrou t ol the det'errcd rax asset and the naurc of the evidcnce supponing its
recognirion.

A e tiLv considers thc tbllo\\,ing oriteria in assessinrl the probabjlilv lhat taxablc profil \\.ill bc avallable
againsl whioh rhe unus€d ta\ losses or unus.d tax credits can hc ulilised

(a) whcthcr ihe enlitv has sufficic.t laxable remporarl differenccs relalins to the samc laxation authoritv
and thc salne taxable entity, ,,rltich r,,ilI result in ta\able amounts egainsr,J,,hiuh rlle Lrr!L\ed tii\ lossq
or unused tax credits can bc utilised before thcv cxp[ei

(b) rvhctlrer iL is probable thar the entity \\'ill havc taxable profits belorc the Lnlusea tax losses or uDuscd
lax cledits cxpirei

(c) \uhether thc u used rax losses result i'ron ideDtifiable causes \1hich ar-e unlikelv to recur; and

(d) \\'hether tax planni g opponuniries (s.c paragraph 30) arc available ro thc.nlity Lhat\\,ill crcate taxable
paollt in the pcriod i which thc unused tax losses or unusecl tax credits can be utiliscd.

31

32

33

34

35

J6

A



31

N/ IAS ]'

To tle crten! that it js not probable that raxable prolll wrll be available against whioh the unused tax iosses or
urused tax crcdits can be utilised. the dele[ed tax asset is not recosnised.

Reassessment of unrecognised deferred tax assets

At thc cl1d of cach rcporting period, an cltitS' rcassesses unrecognised de1lrred tax assets. Thc cntit!
recogDises a prer.iously u[recoglised defeffed Lax asset to the cxtcnt that it has beoorDe plobable that future
taxable prof'rt rvill allow the deferred tax asset to be |ecovered. Ior example, an improvenent ]]I tradilg
conditrons may lnake it ilore probable that thc cntity will be able to generate sulficient taxablc profit in the
futurc for the delerred lax asset to meet the recognilion criteria set out in paragraphs 24 or 34. Another
exarnple is rvhen an entity reasscsses dcttrrcd tax asscts at thc datc of a busincss combrnatio or subscqucntl!
(see paragrxphs 67 and 68).

lnvestments in subsidiaries, branches and associates and
interests in joint arrangements
'l emporar-v dilferenccs a se when the carrying arnount of investnrents ]n sLLbsidiaies, blanchcs and associates
or interests in jolnt arrangemerlts (namely the parent oa inveslor's share of tllc nel asscts ol the subsidiary.
branch, associate or investee, includirlg the carrying amount ofgoodrvill) bccornes different fronr the tax bese
(tfiich is oftcn cost) of rhe mvestment or intelcsr. Such ditler.nccs rr:ray arisc in a number of dillerent
oirculnstances, for cxamplc:

(a) the existence olundistlibutcd profits ofsubsidiarics. blanchcs, associates al1djoint anangenenls:

(b) changes in loreign exchange rates rvhen a parent and its subsidiary are based in different countlies:
and

(c) a reduction in the carrying anrount ofan investment in an associate to its recoverable amoLrrtt,

In consolidated financial statcmcnts, thc tcrnporary dilference may he different from the temporar']-. dillerencc
associated with that in\'estment in the parent's separate financial statements ifthe parent cafiies thc invcstnent
in its separate financiaL statemen$ at cost or revalued a ounl.

An entity shall recognise a delerred tax Iiabilit-y lbr 3ll taxable temporary differences associated rvith
investnlents in subsidiaries, branches and associates, and interests in joint arraIrgrmctrts, crcept to the
extent that both of the iollowing conditions are satisfied:

(a) the parent, investor. joint venturer or joinl operator is able to control thc timing of the rerersal
of the temporary diflerence; and

(b) it is piobable that the temporarv difference will not r€vers€ in the lbleseeable future.

As a pareDt conlrols the dividend polic) of iLs surbsidlary, it is ablc to control the timing of the revclsal of
tcuryorary drf'fcrcnccs assocratcd wrdl that inveshnent (including the tenlporary diflerenccs arislng not only
lron undistibuted profits but also lio ar.v lbreign exchaoge translatron dift'crences). Fur'thermore. 1i would
often be irnpracticable to detemrire the arnount of incomc taxcs that \()uld be payable whe the temporery
diffcrence reverses. Thercfbre, \\4ren the parellt has deterl1ined that those profits will ol bc distributed in the
ibleseeable furure ihe perent does noi recognise a dcltrrcd ra\ liabilit),- The saDle considerations alply to
in\.estnents in branches.

Tlle non-oronerar-y assets aod liabilitjcs oi a cntltv alc mcasurccl in its functional cunerrcy (scc NZ IAS 21
'L'he Elfir:ts o./Change.'in loreign lithtutge Rald!). Ifthe erliity's taxable profit or tax loss (a11d, hence, lhe
Lax base of its non-nonelary assers and liabilftics) is dctcrrnined in a different currency, changcs in the
erchange rare give rise to tenrporary diffcrc ccs that result il1 a reoognised delerred tax liabllity or (subject to
pangraph 2'1) assel. Thc rcsrLlting dcfcrrcd tax is charged or c|editecl to proht or loss (scc paragraph 58).

An investor in an associate does Dot control that entily and is usLrally not in a position to deterrl1ine its dividcnd
policy. Therefbre, in the absence of an agreement requiring thal ihe proflts of the associale will not be

disxibuted in the foreseeablc lirturc, an investor recogllises a delered tax liability arising ftom laxablc
tenporary differences associated with ils irrvest ent in thc associate. In soDle cases, an invcstor may nol be

ablc to dcrcnlinc drc amount of tax that rvould be payable il il recovcrs thc cost ol its inveslment in an

associaLe. bu1 can delermlne dlat it u.ill equal ol exceed a niDitnum amoult. Ll such cases, the defered tax
liability is neasured at this anlount.

The arrangement between the pafiies to ejoini ana gc cnt usuaily deals rvith the disrribution of the profits
and idertilies wliether decjsions on such maficrs require the coDsenl oiall the paltics or a Eoup ollhc pafiies.

When the joint venturer orjoirll opelatol can control the timirg of lhe distribution of its share of the proltts of
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rhejoint e[angcmcnr and il is probal]le dlat lhe i!s shar-e oflhe prollts u,ill not be distribuled irr rhe loreseeable

furure. a delencd tar liability is not recognised.

r\ c[tit\ shall Iccognisc a dclcrrcd tr\ asset fol' all deduciibla t.ruporarJ dillerijnccs arising frolr
invcstDrents in subsidiaries, branches and associates, and interests in ioint arr:rngcnrents. to the extent
that, and onlv to thc crtent that. it is probable thal:

(a) thc trmporary dill?rence lvill reversc in thc foreseeable future; and

(b) tarable profit \rill be available against $hich tlre tcmporai) difference can be utilised.

ln dccjding wlrether a deferred tax assel is recogniscd fb1 deductible remporary dilTerences associaled wilh ils
invesftlents in subsidiarics. branches and associates. and irs rnteresrs injoint arrangcmcnri. an cntity considcrs
the guidance set oui in paraglaphs 28 to 3l.

Meas u rement

11

45
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48

Current ta\ liallilities (assets) for the current and prior periods shall be measured at the amount
erpected to be prid to (recovered liom) the taxation authorities, using lhe 1a! rates (and tar la$s) that
ha\e been enacted or substantively enacted b) the end of the reporting period.

Deferred tax assets arld li.rbilities shall b€ measured at the tax rates that are expected to appl] to the
pcriod rvhen the asset is realised or the liability is seltled, bascd on tar ratcs (and tar lalvs) that hare
been enacted or substantively enacted by the end of the reporting period,

Cu[ent and delerred tar assers ar'rd liabilitics arc usually mcasurecl using the tax rates (and tax LarlS) that have
been enaated. However, i sorrejurisdictions, announcenrents oitar ratcs (and lax la\\,s) bythc govcrnm.nt
ha!e the substantivc etl'cct of acnral euactment. which rnay lollorv the anDouncemerlt b,r a peiod of several
lnonths. lolhesecircu stan.es. la\ assers and liabilities arc casurcd usingthc annormccd lax ratc (andtar
laws).

When djllerenl la\ ralcs appl), to diltircrll lcvels of taxable income. defelred tax assets and liablliries are

rneasured using the average rates that are e)ipected to apply to lhe tr ablc l]rot]t (tax loss) ofrhe pcflods in
which the ternporary differences are expected to reverse.

[Deleted pnor to adoption br- rhe IASB.]

'l he nreasurem€nt of deferred la\ liabilities and delerred ta! assets shall rellect the tax consequences
that \tould follol,r from the nanner in Fhich the entitv expects. at the end of the reporting period. ro

recover or settle the carrling amount of its assets and liabilitics.

ll1somejurisdrctions,thernannerin$hichai]cnlil\r'cco\,crs(scltlcs)thccarr-]i gat)loLLniofarassel(liabllity)
ma) afl'ect either or both ofl

(o) the tax ftte applicable when the entiry recovers (selles) the .arying amouDr of the asset (liability);
and

(b) the ta)i base ofdle asset (liability).

ln such cdses, an e lil,_ rncasures dclcrred lax Ilabililles a d d.lilr.d tax essels Lrsr g ftrr la\ rate and lllc lax
basc that are consistent lvith the expected nlanner ofrecover) oa settlelllent.

Example A

An item of property, plairi end equipnle r has a can ying arnount ol 100 and a lax base of 60. A tax ratc
of2090 rvould apply ifthe itenr rvere sold and a tax rate of30l; would applv to orhcr incornc.
'l'he e ti recogtlises a d+rt-eJ td:,. liobilii ol 3 l1A tt 20%) il it e\pe.Js to )'ell the itetn .,\)irhaut Jiu'the|
use cnd d deJbrrul tdx tithilitt ol l2 (11) at J,',i) iJ it expects to retaifi lhe iten attd t.ca\er its Larr).i g
e nunl lhrough use

Example B

An item ofproper-ty-, plent and equipmellt wilh a cost of 100 and a carlyirg a ount of 80 rs rcvalucd to
150. No equivalent adiuslDrenl is made lbl tax pulposes. Cullrulative depreciarion tbr tax purposes is ]0
and thc tax ratc is 30%. lfthc itcn is soldformorc than cost, thc curnulatlr,e tax depreciation oI30 \\'ill
bc includcd in taxable inconr. but saic plocccds i cxc.ssol cosi\\lllrrorbetarable.
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Example C

The facts ale as in example B, except that ifthe item is sold for more than cost, the cumulative tax
depreciation will be included in taxable income (taxed at 30%) and the sale proceeds will be taxed at
40%, after deducting an inflation-adjusted cosr of 110.

Ifthe entity erpects to rccorer the catrying ahount b)) using the itern, it must generate tarable income of
150, but will only be able lo deduct depreciation oJ70. On this basis,lhe tllx base is 70, thereisa
tdxable temporary differe ce af80 and thele is a defet-red ttq( liability ol24 (30 at 30%), as in
example B.

If the e tity expecls to recoret the canying at lount by selling the itetfi infiediately Ior proceeds of I 50,
the entity will be able to deduct the indexed cost of I 10. The et proceeds of 40 will be taxed at 40%o. In
addition, the cwnulatite tax depreciatio of 3A wi be included in taxable iga e and tdxed tt 3A%o. On
this basis, the tax base is 80 (l 10 less 30), there is a taxdble tenporary di.fference of 70 and there is a
defefted ttx liability o.f 25 (40 at 40oZ plus 30 at 30o/d. If the tax base is not immediately apparent in
this e\a ple, it rnay be helpful to consider the Jindamental principle set out in parugtuph I0.

(note: i/1 accorddnce 'ith paragraph 61A, the additional delerred tax that arises o,1the revaluation is
i other conlpreheu!iw incane)

If a deferred tax liability or deferred tax asset arises from a non-depreciable asset measured using the
revaluation model in NZ IAS 16, the measurement ofthe defened tax liability or deferred tax asset shall reflect
the tax consequences ofrecovering the car.ying amount ofthe non-depreciable asset tluough sale, regardless
of the basis of measuring the carrying amount of that asset. Accordingly, if the tax law specifies a tax rate
applicable to the taxable amount derived from the sale of an asset that differs from the tax rate applicable to
the taxable auount de ved from using an asset, the former rate is applied in measuring the defened tax liability
oI asset related to a non-deprcciable asset.

If a deferred tax liability or asset arises from investrnent property that is measured using the fair value
model in NZ IAS 40, there is a rebuttable presumption that the carrying amount ofthe investrnent property
will be recovered through sale. Accordingly, unless the presumption is rebutted, the measurefient of the
deferred tax liability or defered tax asset shall reflect the tax consequences of recovering the carrying
amount of the invesk[ent property entiely through sale. This presumption is rebutted if the investment
property is depreciable and is held within abusiness model whose objective is to consume substantially all
of the economic benefits embodied in the itrveslment property over time, rather than through sale- If the
presumption is rebutted, [he requirements of paragraphs 5l ard 5lA shal] be followed.

Example illustrating paragraph 51C

An irvestnent property has a cost of 100 alld fair value of 150. Itis measured using the fail value
modelinNZIAS40. It comp ses land with a cost of 40 and faft value of 60 and a building with a
cost of 60 and fair value of90. The land has an unlimited useful life.

.ohnnk.l...

5tc

Example B

Thetaxbuseof theitemis70a d there is a t&yable tenporary dfference oJ80. Ythe entity expects to
reco\)er the carrying ttmount by usilg the item, it must generate taxuble income tf l 50, btLt will only be
uble to deduct depreciation of7a. On this bqsis, there is a deJbrrcd tat liability o/24 (80 at 3A%d. IJ.the
entity expects to recover lhe canying amount by sellihg the item immediately Jor proceeds oJ I 50, the
deferred tax liability b computed a\ lollows:

Cumulative tax depreciation

Proceeds in excess of cost
Total

Taxable Temporary
Difference

30

50

Tax Rate

nil

Deferred
Tax Liabilty

80

(note: in accordance y)ith paragraph 61A, the additional defen ed tax that aises oh the revaluation is
recognised in other comprehensive income)

17



NZ IAS 12

Example illustrating paragraph 51C

Cumulative depreciation ol the building for tax purposes is 30. Unrealised changes in the fair value

ofthe investoent pro?erty do rot affect ta,{ablc profit. lf the investuent property is sold for mote
dlan cost, the reversal ofthe cumulative tax depreciation of30 will be included in taxable prcfit and

taxed at an ordinary tax rate of 30o%. For sales proceeds in excess ofcost, tax law specitles tax mtes
of 25% for assols held for less than two years and 20olo for assets held for two ycars oi mote.

Becluse the investment propefiy is ,teasured using thefair vdlue ntodel in NZ IAS 40, lherc is a
rebutlable prcsumption that the entitl will recowr the carrying Imo nl ofthe investmenl Properly
entiely tbough sale. Ifthat preslLt ptio is not rebutted, the deferrcd tax reJlects the tax
consequences ofrecovet'itzg lhe canlitlg anoufit entirely tht'ough sttle, eNen if the entity expects to

eam rental inconte fro the prcperty b4bre sale.

I-he tox base of the land i|'it is sold i.s 4A atld therc is a ttLtdble temporary dffirence of 20 (64 - 40) .

The ta,\ base of the building i/it is sold is 30 (60- 30) a d thereis a te\able teuporary diference of60
(90 30). .4s a rcsub, the total ttlxable temparary difference rclating to the i^)esthent prcpet)) is 80

Q0 + 6q.

ln accotdance with poragt aph 47, the lax ,ate is llle rate expected to apply to the period when the
i rest ent proper,t is realised. Thus, the resulting defe 'ed tax liability is camputed as follows, iJ'

the enti\) expects to sell the property after holding it for more than twa years:

Cumulative tax depreciation

Proceeds in excess of cost

Total

Taxable
Temporary
Difference Tax Rate

30 30%

50 20%

Deferred
Tax

Liability

I

10

BA 19

lfthe entiry expects to sellthe propeny aftet holding hfor less than two years, the above computation would
be amended to apply a tax rcte of 254,4, rather than 20%, to the prcceeds in excess ofcosi

ff, instoad, the entity holds the building within a business rnodel whose objective is to consume substantially
allofthe economic benefits embodied in the building overtime, ratherthan through sale, this presumption
would be rebulted for the building. However, the land is not deprcciable. Ther1fore the presumption af
rccovery thrcugh sale would not be rebufted for the land. lt follows that lhe defeted tax liability would
rcflect the tax consequencos of recovering the canying amount of tho building thtough use and the carrying
amount ofthe land thraugh sale.

The tax base of the building if it is used is 30 (60- 30) and therc is a taxable tenponry difference ot 6A P0
- 30), resufting in a deferred tax liability of 18 (60 at 30y.).

The tax base of the land if it is sold is 40 and there is a taxable temporcry difference of 2A rcA - 40),
resulting in a deferred tax liability of 4 (20 at 20%).

As a reault, ifthe prcsumption of rccovery through sale is rebufted forthe building, the defered tax liability
rclating to the investment prapeny is 22 (18 + 4).

5ID The rebuftable presumptioo in paragraph 5lC also applies when a defened tax liability or a defered tax asset
aflses from measuirlg investment propety in abusiless combination ifthe entitywill use the fair value model
when subse4uently measuring that investnent properfy.

5lE Paragraphs 5l B-5ID do not change the requirements to apply the principles in paragraphs 24-33 (deductible
tempomry differences) andparagraphs 34-36 (unused tax losses and u used tax qedits) ofthis Standard when
recognising afld measuring deferred tax assets.

52 lmoved and renumbered 5lA]

52A In some juisdictions, income ta"\es are payable at a higher or lower late if part or all of the net prcfit 01

retained eamings is paid out as a dividend to shareholders of the entity. In some otherjurisdictions, income

lti
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taxes may be refundable or payable ifpat or all of the net profit 01 retained eamings is paid our as a dividend
to shareholders of the entity. [n these circumstancesj cufient and deferrecl tax assets ard liabilities are
measured at the tax rate applicable to undistr;buted profits.

lDeleted by IASB]

lllustrating 52A and 574

The following example deals with the measurement of cunent and defened ta,( assets and liabilities for
an entity in ajurisdiction where income taxes are payable at a higher rate on undistributed profits (50%)
with an amount being refundable when profits are distributed. The tax rate on distributed profits is 35%.
At the end of the reponing period, 31 December 20X1, the entity does nor recognise a liability for
dividends proposed or declared after the reporting period. As a result, no dividends are recognised in the
year 20X1. Taxable income for 20X I is 100,000. The net raxable temporary difference for the year
20Xl is 40,000.

The entity rccognises c cuftehl taa liability and a clo rent i cohte tax expense of 50,0AA. No asset is
recognisedfor the amoukt potentially recoyerable as a result of.fitture dividends. The ehtity also
recognises a deferred tN liahility and defe ed tax expense of 20,000 (40,000 at 50%) representing the
incohe taxes that lhe eatity trill pay when it recovers ot set es the cafiling amounts ofits assets and
liabililies based on the tax rure applicable to ,ndistt-ibuted pt.ofits.

Subsequently, on 15 March 20X2 the entity recognises dividends of 10,000 lrom previous operating
prcfits as a liabiliq,.

Ort 15 March 20X2, the entity recognises the recovery of income taxes of 1,500 /15% of the diyidenfu
rccagnised as a liability) as a a)rrcnt tdx asset and as a rcduction oJ current income tax aipenselor
20x2

Deferred tax assets and liabilities shall not be discounted.

The reliable determinaliol of dcfened tax assets and liabilities on a discourted basis requires detailed
scheduling of the timing of the reversal of each tempomry differcnce. Itr many cases such scheduling is
impracticable or highly complex. Therefore, it is inappropriate to require discounting of deferred tax assets
and liabilities- To permit, but not to require, discounting would result in deferred tax assets and liabiliries
which would not be comparable between entities. Therefore, this Standard does not require or pemrit the
discounting of defen'ed tax assets and liabilities.

Temporary differences are determined by reference to the calTyiDg amouni ofan asset or liability. This applies
even where that canying amount is iiself determined oI1 a discounted basis, for example in the case of
retirement benefit obligations (see NZ IAS 19 Enplo.vee Beaefts).

The carrying amount of a deferred tax asset shall be reviewed at the etrd of each reportitrg pcriod. Atr
entity shall reduce the carrying amount of a deferred tar asset to the extcnt that it is no longcr probable
that sufficient taxable profit will be availalrle to allow the benelit of part or all ofthat deferred tax asset to
be utilised. Any such reduction shall be reversed to the extent that it becomes probable that sufficient
taxable plofit wilt be available.

Recognilion of current and deferred tax

53

54
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57A

Accounting for the current and deferred tax effects of a tansactjon or other event is coDsistent with the
accounting for the transaction or event itself. Paragraphs 58 to 68C implemellt this ptinciple.

An entity shall recogrise the income ta,\ consequences of dividends as defined in NZ IFRS 9 when it
recognises a liability to pay a dividend. The incoine tax consequences of dividends are Iinked rrore directly
to past transactions or events that genented distributable profits than to distributions to owners- Therefore, an
entity shall recognise the income tax consequetrces of dividends in profit or loss, other comprehensive income
or equity accordirg to where the entity originally recognised those past transactions or events.

Items recognised in profit or loss

Current and deferred tax shau b€ recognised as income or atr expense ,nd included irl the prolit or toss
for the period, except to the extent that the tax arises from:

(a) a transaction or event which is recognised, in the same or a different period, outside profit or
loss, either in other comprehensiye income or directly in equity (see paragraphs 61A to 65); or

58
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(b) a business combination (other than th€ acquisition by an inyestrneDt entity, as defined in
NZ IFRS 10 Consolidtted Findhcial Stdtemeflts, ol a subsidiary that is required to be measured
at fair \,rlue through profit or loss) (see paragrrphs 66 to 68).

59 Most deferred tax liabilities and defeffed tax assets arise whele income or expense is included in aecounting
profit in one pe.iod, but is included in taxable profit (tax loss) in a different period. The iesulting deferred tax
is recognised in profit or loss. Examples are when:

(a) interest, royalty or dividend revemre is received in arrears and is included in accounting profit in
accordance with NZ IFRS 15 Revenue Iron Contracts v,ith Cusloners, NZIAS39 Financial
Instntments: Recognition and Measwehent ot NZ IFRS 9 Financial lnsfrmerlJ, as rclevant, but is
included in taxable profit (tax loss) o1,l a cash basis; a1ld

(b) costs of intaDgible assets have been capitalised iD accolda[ce with NZ IAS 38 and are being amoftised
in profit or loss, but were deducted for tax purposes when they werc inculTed.

60 The carrying amount of defered tax assets and liabilities may change even though there is no change in the
amoullt ofihe related temporary differences. This can result, fol example, fiom:

(a) a change iD tax mtes or tax laws;

(b) a reassessment of the recoverabi lity of defened tax assets; or

(c) a change in the expected manner ofrecovely of an asset.

The resulting deferrcd tax is recognised in p1ofit o! loss, exccpt to lhe extclt that jl relates to itelDs previously
recognised outside profit or loss (see paragraph 63).

Items recognised outside profit or loss

6l [Deleted by IASBI

61A Current tax and deferred tax shall be recognised outside profit or loss ifthe tax relates to items that are
rccognised, in the same or a different period, outside profit or loss. Thereforc, current tax and deltrred
tax that relates to items that are recognised, in the same or a different period:

(a) in other comprehensive income, shall bc recognised in other comprehensive income (see
paragraph 62).

(b) directly in equity, shall be recognised directly in equity (see paragraph 62A).

62 NZ IFRS require or permit pafticular items to be lecognised in other comprehensive inco:ne. Examples of
such items are:

(u) a chaoge in ca[yirg amount arising from the revaluation of propefly, plant and equipoent (see

NZIAS 16 Prcperty, Pldnt dnd Equiprnekt\; dnd,

(b) [deleted by IASB]

(c) exchangc differences arising on the translation ofthe linancial stalements ofa foreign operation (see

NZ IAS 2l).

(d) [deleted by IASB]

62A NZ IFRS require or permit panicular items to be credited or charged directly to equily. Examples of such
itelns are:

(a) an adjustment to the opening balance ofretained eamings resulting frotu either a change in accounting
policy that is applied retrospectively or the cofieclion ofan eror (see NZ IAS S,racorrltitlg Policies,
Changes in Accounting Estimates and Etars); and

(b) amounts arising on inidal recognitiotr of the equity component of a compound financial instrument
(see paragaph 23).

63 In exceptioflal circumstances it may be difficult to determine the amount ofcuffent and deferred tax that relates
to itcms recogniscd outside profit or loss (either in other comprehensive income or directly in equity). This
may be the case, for example, when:

(a) there are gaduated rates of income tax and it is irpossible to determine ihe rate at which a specific
component of taxable profit (tax loss) has been taxed;

(b) a change in the tax rate or other tax rules affects a deferred ta,-( asset or liability relating (in whole or
in part) to an item that was previously recognised outside profit or loss; or

20
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(c) an entity dctcnnires drat a deaelTed tax asset shall bc rccognised. or shall no loogcr be rccogniscd ir
full, and the delerred tax asset relates (i. whole or i. pa ) to an itcrn that was pr.viousl-v Iecognised
outsidc proJil or loss.

h1 such cases, rhe clLnenl and delened lax related to iterns that arc recognised outside prollt 01 loss ar-e bascd

on aIcasonable pro ratil ailocalion ofthe current and defcrrcd tax ofthe eDtity in thc taxjurisdic!iorl conccmed.

or other metl]od that achieves a more appropriate allocation in ihe circulDstances.

NZ IAS l6 does not specify whcthcl an entitl, should transfcr cech -,-ear liom rer.aluation surplus to retained
eanings all amount cqual to thc dificrcnce between the deprecietior or arnortisation on a rer.alucd assct and
the depleciatioli or anoftisatior based on the cost ofthat asset. lf an entity mekes such a ansfer, the amount
transferred is net ofan1, related deferred tar. Simrlal consrderations applyto translcrs rnacle on disposal ofan
item ofpropefly. plant or equipment.

When an asset is revalued for tax purposes and that rcvaluation is rclated nr an accounting rcvalualion (]1-an

earlicr pcriod. or to one that is expecled lo be canied ou! i1l a luture per-iod. thc tax cl]ccts ofboth the asset
rcvaluation and the adjustment of the tax base are r ecognised il1 oihe, coNprehensive incomc i1r the periods iD

rvhlch they occur. Hower'er. lf the revaluaiion lor 1ax purposes isnotrelatedto ar accounting revaluation of
an earlier pe od, or to one that is expected to be carried out irl a fulure period. the tax e1-f..ts ofthc adjustment
ofthe tar base are recogliscd in proflt or loss.

Whlrn an entity pavs dividends to lts shareholders, it may be r-equiled to pay a ponion of $c clividencis to
taxation authorities on behalf of shareholders. Il1 many jurisdictio[s, this amount is relircd to as a

rvithboldr[g tax. Such an amount paid or payable to taxation autho.itics is chargcd to equity as a parl of the
dividcnds.

Deferred tax arising from a business combination

As explained in paragraphs l9 and 26(c), Lemporary dilGrences lray arlse in a business combination. In
accordance rvith NZ IIRS 3. an entity recognises any resulting dei'errcd tax asscts (to the extent lhat they
rneet the recognitio. criteria in paragraph 24) or'defer_red tax Iiabllities as identillablc assets and liabililies
at the acquisition date. Consequently. those det'erred lax asse!s and deferred tax liabllitics aiTect the alnount
oi goodrvill or the bargain purchase gain the entity recogniscs. However. il1 aocordance with
paragraph I5(a). an entiq/ does not recognise det'erred tax liabilities arising ftonl the initial rccognition of
goodrvill.

As a result of a business colnbinatiorl, the probability of rcalising a prc acquisilion delened tex asset of thc
acquirer coulcl changc. An acquir-el may oonsider it probable that it lvill recover its own dcfcncd tax assel

drat was not recognised belore the business colnbilratio . Ior examplc, thc acquirer uray be able to ulilise the
bcncfit of its unuscd tax losscs agairrst thc futurc tarablc proiit of the acquiree. Aiternatively. as a resLLh of
lhe busiiess combination it might no longer be probable that luture t&r(able prolli will allow the defened tax
asset to be rccoveled. In such cases, thc acquircr- rccogniscs a changc in the defened tax assel in ihe period ol
dre busirress colrrbinalio]], blrt does not i clude ii as part of thc accorultirlg fo| the business combinati,rn.
fherelore. the acquirer does not take it inLo accourlt in rreasuing the goodwill or bugain purchase gail1 it
r-ccogniscs in thc busincss cornbination.

Thc potental bcncfit ofthc acquircc's incomc tax loss carrltbnvards or other delerred in\ asse$ n]ight not satisly
the cdtelia for sepamte lecognition $,hen a busitess conbinatio[ is uritially accountcd tbr but might be realised
subsequentL). An entity shall recognise acquired del'erred tar bcncfiis drai it realises after the business
cornbination as follorvs:

(a) Acquired clelerred tax benefirs recognised within the measuremert period that rcsult from nerv
il1forrnatioD about lacts alrd circurnstaDces that existed at the accluisitior date shal] bc applied io reduce
the carryirg arnoLL t of any goodw l11 rclatcd to that acquisition. Ifthe calying aDrounlofthat goodwill
is zerc, any renraining delerred tax bcnells shall bc rccogniscd in profit or loss.

(h) All othcr acqLrircd dc1'crred tax bcncfits realised shall be recognised m ptufit or loss (or-. ifthis Standard
so requires. outside prolit or loss).

Current and deferred tax arising from share-based payment
transactions

ll1 some tax jurisdiclions, aD entity receives a tax deducliolr (ic al1 amount that is deductible i dctemrining
texable prolit) that relates to remuneration paid in sharcs, sh;ue options or other equity instxments o1'the
eniiry. l hc ilillounr of that tax deduction lna) diller fi-om the reLatcd cumulative remuneration erpcnse. and
mav arise in a later accou ting period. Forcxample, in so[re j uris d ic tious, an entil,"_. ltrayrccognise an expense

65A
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ibr the consurrptjon of etrplo-vee services received as considcratior for share oprions 1.rantcd. in accoldarcc
\vith NZ II'RS 2 Share-bused Pa.,-ttent, and not receive a tax dedLlction until lhe share oplions are exercised.
viih rhe rlreasrrrcnient ol thc tar clcducrion Lised orI the elrtit\'s share price at rhc dare oferelcisc.

As rvith the researoh costs discussed in t)alagaphs 9 and 26(b) oithis Standard, the djlference bet*een the
tax base olthe employee servrces recei\'cd to daic (bcing ihc arnount the taxatron authorities will permir aJ a

dedrLction in furure pcriods), alld dle carrying a ount ofnil. is a deductible temporar,v ditfereace lhat resulls
in a defefed tax assei. If r]re alDount rl'lc taxariol authoriiies.,r,i1l per-mit as a deducdon in future pe|iods is
nol kuowtr at thc cnd of the period. it shall be est[natcd. based on rnfonnaLion .r\,ail]ble at lhe end of the

period. Ior cxaulplc. iidrc amount dlat the la)iation authorities wiii permit as a deduction in luturre periods is

dependent upo11 the entia-v's share pric. at a future datc, thc mcasurcDent of the deductible temporar-v
differ ence should be based on the entit-v's shale pricc at thc cnd of thc pcL iocl.

As notcd in paragraph 63. , the a]l'iount of the ta\ deduction (o1 esrimated futu1e tax d,rductron, n:Leasuled in
accordaDce with paragraph 688) may, difler frorn the related cunlulativc rcmuneralion expense. Paragrafh 5S

ol the Stanclard rcquires that currerlt and deferred tax should be recogaised as incolrle or an expense and
included in profit ol loss tbr the period, e\celt Lo the exle.i tllar the 1ar ariscs liom (a) a ffa sactiol ore\icnl
that is recognised, iD the san1e or a djffelent period. outslde profit oI Ioss, or (b) a busineis cornbi ation. (other-

than the acquisition b! an invesilrent enlit), ofa subsidiary that rs required 1o be .reasured at lair value t!rough
profit or loss). lftheamounlofrhe rax dedlrction (or eslinrated luLure tax dcduclion).ixcccds !lreanroun!of
thc rclated cumulative reDluneration expense, this indioates lhat lhe lax deductiorl relales no! olllv to

remuneration expense but also to an equitv itern. Io this situation, rhe excess olthe associ.,ted curent or defeued
lax should be recoglised di.ectly in cquir-v.

Presentation

68C

Tax assets and tax liabilities

69'10 lDeleted by IASB]
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Offset

An entitl, sh,rll offset cul rent ta\ asscts ard currcnt ta\ liabilities if, and onl-y il thc entit):

(a) has a legally enlbrceable right to set off the recognised tmounts; dnd

(b) iltends either to settle on a net basis, or to realise the rsset and settle the lixbilitJ,simultrneousl].

Although curre t ta\ assets add liabiliti.s arc scparatcl! rccoglrised a d measurcd thcv are oti\el i the
statcmerlt of financial position subject to criteria siDrilal to those established for-fir:ancial instrunlents iu
NZ Ir\S l2 Al1 enlit] \r.ilL uonrallv have a legally entbrceable ighl 10 s er otf a c Lm ent ta.\i as set agai11st a cuireDt
tax liabilit-v rvhcn thcy l'clatc ro incone taxcs lcvicd by the samc taxarion autho|itl aud the raxation aurholir!
]rennits thc cntlt), to make or rcceive a silglc nel palrrncnl.

Tn coasolidated fi analal stalements. a current tax asset oforle entitf in a g|oup is ot'fsct agrrinst a curent tar
liabrliU ol-a othcr cntil] in rhc group if, andonl_vrt, thcc iitl.s concerncd havc a legally cnlbrccablc riglrt lo
lnake or receive a si.gle nel pavrn. l a d lhe entilies irlterld to rake or r.ceive sLLch a net payDeDt ol ta)

rcco\cr thc assct and settle the liabiliry siDrultaneously.

.{n entit} shall offset defel.I.ed tar assets and deferred tar liabilities if, and onl} if:

(a) thc entity has a lcgall) enlbrceablc !'ight to sct offcurrcnt tar asscts against currcnt ta\ liabilitiesi
and

(h) thc dcfcllcd t?x asscts and thc defcrred ta\ liabilities relete to inconre tar0s levied bY the same
taxation authoritv on either:

(i) the same ta\able entitJ,; or
(ii) dilltrcnt tarable entities Nhich intend either to scttlc current ta\ liabilities and assets on

A net basis, ol. to realise thc asscts and settlc the Iiabilities simultaDrouslv, in each future
period ir lvhich signilicant amoullts of delerred tax liabilities or xssr]ts are expect€d to bc
settlcd or r.ccovcrcd.

To avoid thc need T-or dctajlcd schedulins of lhe tlning of llie reversaL of edch ternporarv dift'ercncc. this
Standard recluir es an entitv to set off a deferred tax asset agailst a deferrcd tar liabilit.y ol thc sarne tarable
el1tit] ii', and o[1]_ il_. they relate lo incol1re taxes lcvicd by tllc samc taxation aurhorit\.and the entit] has a

legally enforceable right to set olfcunent tax assets against cuaenr tax ii?rbiliries

l5
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In rare circumstances, an entity may have a legally enforceable right ol set-ofl and an intention to settle net,
for some periods but not for others. In such rare circuostances, detailed scheduling may be required to
establish reliabiy rvhether thc doferred tax liabiJity oI one taxable errtity will result in incleased tax paynrenrs
in the salre period in whioh a defcrrcd tax asset ofanother taxable eltity will resuit h decreased payments by
that second taxable entity,

Tax expense

Tax expense (income) related to profit or loss from ordinary activities

The tax expense (ircome) rclatcd to profit oI loss liom ordi[ary activities shatl be prcsented as part of
profit or loss in the statement(s) olprofit or loss and olher comprehcnsive income.

lDeleted by LA.SBl

Exchange differences on deferred foreign tax liabilities or assets

NZ IAS 2l requires cetain exchange differences to be rccognised as income or expense but does not speci|,
where such differences shall be prcsented h the statemellt ofcomprehensive income. Accordingly, where
cxchange differences on delelred forei$1 tax liabilities or asseis are recognised in lhe statement of
conrplehensive incomc, such differences may be classified as deferred tax experlse (incorne) if that
presentation is considered lo be dle most useful to financial staterrerlt users.

11

77A

78

Disclosu re

19

80

The major components of tax expense (income) shall be disclos€d separately.

Componeots oftax expense (ilcome) n]ay include:

(a) curlent ta\ e{pense (income);

(b) any adjustments recognised in the period for current tax of prior periods;

(c) the arnount of defened tax expense (incorre) relating to the origination and revenal of temporary
differences;

(d) the amount of defened tax expense (inoome) rclating to changes in tax rates or the imposition of[ew
taxes;

(e) the amount of the beneflt arising from a previously unrecognised 1ax loss, tax credit or tenpomry
dilference ofa prior period that is used to reduce current tax expense:

(0 the amount ol the benefit fiom a previously unrecognised tax loss, tax credit or temporary diffcrence
ofa prior period that is used to reduce defered tax erpense;

G) defered tax expense arising from the wdte-down, or reversalofa prcvious write-down, ofa defered tax
assel in accordance with paragraph 56; and

(h) the amount oftax expense (income) relating to those changes in accor.mting policies and elrols that are

included iD plofit or loss in accordance with NZIAS 8, because they cannot be accounted fol
retrospective ly.

The following shall also be disclosed separately:

(a) the aggregate current and deferred tax r€lating to items charg€d or credited directly to equity
(see paragraph 62A);

*(ab) the amount of income tax relating to each component of other complehensive i[come (see

paragraph 62 and NZ IAS 1 (as revised in 2007));

(b) [deleted by IASB]

(c) an explanatior of the relationship between tax expense (income) and accounting prolit in either
or borh ofthc follo$itrg forms:

(i) a numerical reconc iation between tax expense (income) and the product of accounting
prolit multiplied by the applicable tax rate(s), disclosing also the basis on which the
applicable tax rat€(s) is (are) computed; or

(ii) a trumerical reconciliation between the average effective tax rate and th€ applicable tax
rate, disclosiog also the basis oo which the applicable tax rate is computed;

8l
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(d) an erplanatiotr of changes in the applicable tax rate(s) compared to the previous accounting
pcriod;

(c) thc amoult (and crpiry datc, if any) of dcductible tcnlporary differelces, unuscd ta\ losses, aud
u[used tax credits for which no deferred tax asset is rccognised in the statement of financial
Position;

.(0 the aggregate amount of temporary diflcrcnccs associated with investmcnts in subsidiaries,
branches and associates and interests ln joint arrangements! for which deferred tax liabilities
have not been recognised (see paragraph 39);

(C) in respect of each type oftemporary difference! and in respect ofeach type of unused tax loss€s

and unused tax creditsi

(i) tbe amouot ofthe deferred tax assets alld liabilities recognised in the statement offrnancial
position tbr each period presented;

(ii) the amount ofthe deferred tax income ot expense recognised ir profit or loss, if this is not
apparent from the chatrges in the amounts recognised in the statement of financial
position;

(h) in respect ofdiscontinued operations, thc tax erpense relating to:

(i) the gain or loss on discoDtinuance! and

(i0 the profit or loss fiom the ordinary actiyities of the discotrtinued operatlon for the period,
together with the corresponding amounts for each prior period prescnted;

.(i) the amount of income tax cotrsequences of diridends to shareholders of the entity that \rere
proposed or declared before the hnancial statements lvcre authorised for issue, but are not
recognised as a liability in the linancial statements;

-G) if a business combination in which thc cntity is the acquirer causes a change i[ the anount
recognised lbr its pre-acquisition def€rred tar asset (see pEragraph 67), thc amount of that
change; and

*(k) ifthe def€rred tax benelits acquired in a business combination are not recognised at thc acquisition
date but are recognised after the acquisition date (see paragraph 68), a description oI the event or
chaDge in circumstances that crused the deferrcd tar benefits to be recognised.

RDR 81.1 A Tier 2 entity shall disclose the aggregate amount of current and deferred income tax relating to
items recognised in other comprehensive income,

+82 An entity shall disclose the amount of a deferred tax asset and the nature of the evi(lcnce supportilg its
recognition, when:

(a) thc utilisation of ihe deferred tax asset is dependent oo futurc taxable protits in exccss of the
profits arising from the reversal ofexisting taxable temporary differetrces; and

(b) the entity has suflerrd a loss ill either thc current or preceding period in the tax jurisdiction to
which the deferred tax asset relates.

82A In the circumstances described in paragraph 52A, ar ertity shall disclose the nature of the potentiat
income tax consequences that would result from the payment of dividends to its shareholders. In
addition, the entity shall disclos€ the amounts of the potential iocome tar cotrsequenccs practicat ly
determinable afld Nhether there are any pofential income tar consequenccs not practicably
determinable.

RDR 82A.1 A Ticr 2 cntit-v is not required to disclose the amornts of the potential incomc tax consequences
practicably determinablc aDd whether there are any potential income tax consequerces not practicably
determinahle as required in paragraph 82A.

83 lDeleted by LA.SBI

84 The disclosures required by paragraph 8l(c) enable usffs of financial statements to understand whether the
relationship bet$,een tLx expense (income) and accounting profit is unusual and to understand the significant
factors that could affect that relationship in the future. The relationship between tax expense (inco[re) and
accounting profit n1ay be affected by such faclors as revenue that is exellrpt from ta-\ati(n, expenses that are

not dcductiLrle in detemining taxable proht (tax loss), the effect of tax losses and thc etfect of foreign ta,\
1ates.

85 In explaining the relationship between tan expense (income) ard accounting profi!, aD entity uses an applicable
tax rate that provides the nrost mea ingful information to the users of its financial sutements. Often, the mosl
meaningful rate is the domestic rate oftax in fie country in which the entity is domicilcd, aggregating fie tax
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mie applied for national taxes \,vith tJrc ratcs applied tbr aDy local taxes \rhich are computed on a substantjally
simjlar level oftaxable profit (tax loss). Ho*,ever, for an entitJr operating in several Iurisdictiorls, it l1ra), be

lnore I'leanja-s.lill to aglJre-qaLe separale reconcjlialions Irelared Lrsinla lhe do|lesljc ralc in cnch irdividual
jurisdictio[ Thc lollorvrug exanlplc illustrates ho$ thc sclcciioll of the applicable tax ratc allecrs the

prerenIJIrOn of rle nll'crlcal "ccorc'lll :n'l

The average elfective tax rale is the tar cxpcnse (incorne) divided by the accounting prufit.

It would olicn bc intpractlcable to colltpute the amount of unrccognised det'e[ed lax liabilitlcs arisL[g liorn
investinellts in subsidjaries, branches and associates and iflterests in ioinl arrangerlletlts (see paragralh 39).

Thcrclbre. this Standard requir'es ao eniity to disclosc the aggregate amount of thc under'1ying ten'Iporarl
differences but does not require disclosure ol the delilr.d tax liabilities. Never'thelcss, where practicahle,

cntitlcs arc cncouraged to disclose lhe amounE ol thc unrccognised defe ed tax Iiabilitics because financial
staterDent users ruy lind such illfo] ation uscful.

Paragraph Il2.{ rcquires an entit-v to disclose the natur-c of thc potenlial incolne lax conscqllences that \\'ould
result tionr tle pa)flre.t ol dividcDds to its shareholden. An e tir-v discloscs the iDporldit ieaturcs of the

income tax systens and the laciors that \.vill atfcct the amouDt of the potential income ta:( colseqlLences of
dividends.

Tt $ould sonlctirlres not bc fracticabie to compule the iotal amount olthc potenlial i11corrle tax consequelces
thatwould result liom the paymcnt ofldilidends to sher'eholdem. This LIaybethe case, lbr exenrple. where

an en!ilv has a Iargc nunlbcr ol loreigI1 subsidiaries. Howcvcr, cven in such circuilstanccs, somepoflionso1'
rhc total alnount lnay be easily deterrrinablc. For cxalllple. in a consolidated group. a parent aDd some ol its
subsldiaries r11ay have paid incomc tarcs at a higher mte on undistributcd protits al]d l]e a\\ are olthc amount

that $ould be lefru led on the paJrnre r of frnrre dividends to sharelloldels from consolidated Ietained

eantings. In this case. that rclimdable al1roul1t is disclosed. If applicable. the enti!] also discloscs that tllere

are additional poteltial Dcortlc la\ colsequences not pncticably dctcrminable. In the parent's scparate

finaucial staiemcots, if any, lhe disclosur-e olrhe potcnrial inoome tax cotsequenccs rclates to the pale l's
rclaincd camings.

An entity required to providc the disclosures ia peragraph E2A may also lle required to provide disclosures
relaled to rernporar-v dilfcrences associated with invcstmcrlts in subsidiaries. branchcs and associales or
interests in joint arrangeme[ts. ln such cases. an cntity considen dlis in detennining the infofilaliot to bc

86

*87

*87A

*87B

lllustrating paragraph 85

In 19x2. an enlily has accou ti)g irrofit ln its own juriscliction (country A) ol 1,500 (l9X1t 2,000) and in
countrl,B of 1,500 (19X1: 500). Thetarrateisl0%incountryAand209; couniry ll. In countr,v,\,
expenses of 100 ( I9X1: 200) arc not dcductible for tax pLr?oses.

The Jollov ittg is cut exco ple oJ a recottciliulion b the done sliL las rute.'

Accaunting prcfit

Tax at the domestic rate of 304,4

Tax effect of expenses that are not deductible for tax purposes

Effect of lower tax rates tn country B

Tax expense

Accaunting profit

Tax at the domestic rates applicable to profits in the cauntry concemed

Tax effect af expenses that are not deductible far tax purposes

Tax expense

19X1 19X2

2,504 3,000

750

60

(50)

760

904

30

!150)
780

Ihe fbllo.,ritg is un example af (t t'ecotlciliallion preparecl hv aggregdting sepdrate reconciliatians lbt edch

natbnal jut isdi.tion Unde| this method, the eflect ol diJ/ircntes benrcen ,he reporting entit!'s awn
d.D?ttic ku tare dnd the donestiL ta:i rate u) athet jut'isdiclions does nat appear .lJ a sePdtdte ite fu the

recont:iliation An entit,, mq need tct discuss the eiJbLt ol \iguificant cllanges i1 eilher lu\ t'dles, at lhe ntix
ofprcJitt eal'ned in dillbre t.iurisclictio s, in order to etpldin chat)ges i the.eplic )lelnxrate(\), us

requu.ed b,v parugraph 3) ld).

2,504

700

60

14!!
750

3A

7BA760

*87C

25



N7- IAS 12,

dirclosed undel paragraph 82A. For e\ample, an enlit), rna), bc rcqujred to disclose the aggregatc amourrof
temporary ditl'erences associated ivith investments in subsidiaries fir whioh no defened tar liabilities have
bccn recognlsed lsee par'aorapir 8l(t)) Ilitisin4rracticablctocolnputL'thcarlroulrrs.rl'rrrccognlseddet'errerl
tax )iabilities (scc paragraph 8?) ther. rna-vbc amoults ot'poteltill inconre tax consecluences oldividellds l1ol
pracdcabLy detemrinable Ielated 10 these subsidiaries.

38 An crtity discloscs an-._ tax-related contingcnt liabilitlcs and contilgcut asscts ir accordalce \\'ilh NZ LdS -17

Pt o\,i\iu1s, Contitgetil Lidhilitix.t tntl Contutgent Ass.ts. Contingenr liabilities and corlringent asscts rray
arise. tbr example. tiorn unresolved disputes wiih the laxatlo authorities. Siruilarli,,'^lr.rc chanses ir1 tax
ratcs or ta\ laws are elucted or announced after thc rcporting period, en enti$,dlscloses anv slgnificant elfect
ofthose changes on its curent and deferrcd tax assers and liabilities (see NZ IAS l0 l^'et)ts lJiet tlte Repo ing
PetLod).

Effective date

E9 This Standa|d becomcs operatirc for an c tit!'s financlal statcrn. ts thar corer'annrLrLl accounliD!: perilxls
bcginning on or a1l.r 1 January'2007. Earl) adoption ol this Slandard is pennittecl only wher drc cntity
corlrplics witlr NZ IFRS 1 Firtt Lim" Adoptiotl ol Nev Zealand iiquirlleltt\ ta .[ t. lationdl Financid]
Reprn tutg Sttntlonl; io1 irn an ual accoluling period beginDing on or after 1 JaDuary 2105.

90 9l lParagraphs 90and 91 are not rep.oduced. Ihey rcler to prcvrous IASB pronounceoeots that are l1or relevant
io th is Standard.l

92 NZ )AS 1 (as rer ised in 200i) amended the temirologv use d thr oushout Ncw Zcalard rqlLilaLents to lI I{Ss.
Tn addition it amended palAgraplls NZ -1.1 . 23, 52, 5 8. -59. 50. 62. 53, 65. 68C, 77 al1d 81, dcleted paragraph 61
andaddedpalagraphsNZ:l.lA,6lA.62Aand7rA. An entiry shalL appll drose arnerld .nts for anDual
periods beginning on or aller I Ja uary 2009. lf an eDtit) applies NZ 1,4.S 1 (rc\'lscd 20i:l7l 1or an earlier
period. tlie amendmenls shall be applied lbr that earlier period.

93 Paragraph 68 shall be applied prospectivcl_v ftom thc ci'feclive date ofNZ IFRS 3 (as revised in 2008) to tlrc
recognition of deferred tal assers acquiled iI1 business combinarions.

9,1 T|crcibrc. cntitics shall not adlust thc a..ounLlng lor prior business coflbioations if ta\ bcnctits l'oiled to
sctisly lhe crilena tbr separate recognilion as ofthe acquisition darc and arc recogrrsecl alier the acquisitioD
dotc. unlcss the bcncllts arc rccognised wilirirl the rneaslnenlent per'iod and result from n:w illfol1r]ation about
fects and cil'cu stanc.s that exisred at ihe a.qoisirion date. Odler tex benefits rec.rgniscd shall b. recosnised
in profit or loss (or'. if this Standard so requires. outsidc proiil or loss).

95 )'I1 lFt{S 3 (a! rerised ir 2008) amended paragraphs 21 and 67 and edded paraglaphs 32A and 810) and (k)
Ali.rrtiry shall appl) those alrendlrents 1br annual pelioris beginning on o| alter I .luly 1009. llan cntit-!
applies NZ IFRS 3 herised 2008) for an earlier period, the amendrnents shall also be applied lor that carlier
period.

96 lDeleted by lAStsl

97 lDcleted by IASB]

9S Palagraph 52 $,as rcnumbcrcd as 5lA, paragraph 10 and th. elianrples lillowing pardgraph 5lr\ u.rc
anended, and paragraphs -slB aDd 5lC arld the lollowin-s exarrplc and paragrafhs 5 l). i lll aod 99 rere
addcd by Delirrerl Ta-r : Rercvery oJ Underh lng -1ssets. issued in Deceulber 20 I 0. An cntitv shal1 apply lhose
arreildmertsfbranruelperiodsbegi.iliogo.oraiier1January2012 Eiirlier applicatio[ is pcrnitrcd. lfan
cntity dpplies the dnlendnents for an ear-Lier penod, it shall disclose that facr.

NZ93.I Harnoni:ution ..1mt lne 1t. isstrcd in Apnl 20ll.deletedpam$aphNZ -5.1andrelocatedparagraph \Z 8.1

to FRS-4,1 I'prr Ztrlrlztntl Adtlitional Di,t:losrre-r. These aneidruents shaLl ire applicd for arnual reporting
periods beginniDg oD or after I Jul), 201l. Ear'ly rpplicatioD is pcrrnitlcd. If a entity app|es these
am€ndnrents t'or an ea|lier period it shail disclose rhat facr and also applv rLc rclcvant reqLrirerrents ofFRS :14

for rhe same period.

9SA NZIFRS l1 loitt.lrrtngenrcntt. issucd ln June 2011, anended paragraphs 2. 15. 1ll(c).2,1,3E, 19,:1i 45.
E I (ll. 87 and 87C. ,\n entii-v shall appl], those amcndrncnts whc11 it applies NZ 1l RS I t .

9EB Prese]ltatbn of llentt aJ Other Catnprehen\i\'e ,,.or]e (Amcndrrcrlts to NZ IAS l). islued rll AugLrst 201 I.
anended paraeiaph 77, deleled paragraph l7A urd added paragraph NZ 1.1. .4.n erllit) sha1l apply lltose
emerdments \\,hen it applies NZ LAS I as amended in,\ugust 2011.

\Z988.1 -Frzrreuork. Tier I ontlIier)Fot ptol;! En!itiet.ir.ued in Novenrber 20I2- amelderi errant NZ IFRSsby
de1e1i[g an], public beDefit entity paragraphs, delctirg any dlflerenalal reporting corlc.ssiorls. addiDg scopc
paragral lis for'lier I and lier 2 +or-proit entities aml adding disclosure concessions l'or-Ticr 2 entities. lt

2.6
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rnade no changes k) 1lle requirements lbr Tier I entities. A Tier2 entity D]ay clccl ro apply Lhe disciosure
concessionsforannualperiodsbeginnrngonorafterlDecember20l2. Early application is pennilled.

JDCS| e L liles (Arrcndnrentj to NZ I-L'RS 10, NZ t-tRS 12.rnd NZ I1S 27). issued ]rr Dccenber 2012,

a\reDre{ p+.aB,np(s 5g Nad 6eC - ,\i c(rit) :hall appl-v those a retdN.!1ls tbr dnntral pcriods beginning on or

alicr l January 2014. Earlier applicatio t)f ln|esfiDellt rrllllat is permilted. If an entily applies those

amcld1lrents ear]ier it shall also appl1, all arDeildnleDts iacluded in Inresn e t Enlilies at thc sanc time.

fDcleted b-v IASBI

NZ IF-RS 15Reveau|Jra Co ttuctttilh ()r.vronrers. issued inJuly2014, arnended paragraph 59. At1 enlit!
shall apply that arrcndrr,rnt whcn it applies NZ IFRS 15.

NZ IFRS 9, as issucd in Scptcmber 201,1, amended palaglaph 20 and delctcd para-1]laphs 96, 97 and 98D. An
entit_v- shall apply thosc arrcrdmcnts when it applies N-Z 1 {5 9.

NZ II]RS i 6, issued in February 201 6, amended paragmph 20. ,\n entit.v shall apply ihat amcndment \!hen it
applies NZ IIRS 15.

Recogtlition of Deferred Tdt Assets Ji)t L\treolised Lasses (Anlendrnents to NZ IAS 12), jssued in March
2016, amended paragraph 29 and added paragraphs 27A, 29A and the example lbllowing paragraph 26. Arr
entity sha1l apply those amendrnents Ior annllal periods beglnning on or after I January 2017. Earlier
applicatioll is permitred. if an ertitl applies lhose airendments 1or a[ earlier period, iL silal] disclose that faci.
An cntity shall apply thosc amendments retlospectively il'i xccoldancc r.lth NZ LAS 3,'1..ort1titlg Policies,
ahanges i Accauntitg Ettinatet nnr! Eu ar!. However, on initial application ofthc amendneat, the change

rn the opening equit) of the earliest compalative period may bc rccognised in opening relaincd camirlgs (or in
another con1ponel1r oI equity, as appropriate), wjthout al]ocating the change benveen opening retdned
eamings and other conponenls ol equit-v. If an cnrity applics this relief, it shall disclos. that fact.

lwutal lmprore E ts to NZ IllRSl 201 5 2017 Clr.c1e, issued in l-ebruary 201 E. added paragraph 57A and

deleted parag:raph -52B. AD entity shall apply thosc ameDdments fol arurual reporting fcriods beginning on or'

after I January 2019. Earlier application is pefinitted. Il an cntiB- applies those ame dments earlier. it shall
disclose that fact. When al1 entity first app]ics llrosc arr,c dme ts. it shall apply Lhc to the income tax
consequences oidividends recognised on or after the lleginning ofthc earlicst companti|e period.

981)

98E

98F

98G

gSII

98I

Withdrawal of NZ SIC-21

99 The amendnents mad e by DeJerrecl Ta:;- Retat'e.; a/ I-tnderlrirg lssets, issued in Decenrbcr 20 10, supersede

NZ SIC l terpretatioi\2t ltrcane Tdres Recoven ol Revaluetl Notl-Depr?ciahlc ;1sset\.
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