IAS12 DEEFERRED TAX

DEFERED TAX

It is not a liability to the tax authorities, but rather an accounting adjustment

DT is defined by an equation
     DT            =        TD          x            %
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TEMPORARY DIFFERENCE

TD is defined by an equation

     TD            =        CV          -         TB
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CARRYING VALUE

This is value that an accountant is carrying on his/hers balance sheet.

TAX BASE

The above is the value the tax accountant carries forward in the tax pool.

THE PRINCIPAL

DT arises because tax man uses different accounting to us accountants. This generates a genuine liability.

LIABILITY

To paraphrase the framework, a liability is a present obligation to a future outflow.
DEFERED TAX

However, deferred tax is a future obligation to a future economic outflow. Hence, in truth should not be recognised as liability at all.
