
Deferred Tax related n Assets and Liabinties arising
from a Single Transactioz (Amendm€nts to MFRS 112)

Thk Addendum sets out the anendnents to MFRS 1-12 lncome Taxes. ,4n
entil, sha apply these anendnents in accordarce with paragruphs 98K-
98L fot annual reporting peiods besimins on or after I January 2023.
Earlier application is pe.mitted.

Paragraphs 15, 22 and 24 are amended. Paragrapbs 22A and 98J-98L are
added. Deleted text is stuck tfuough and new text is underlined.

Recognition of deferred tax liabilities and deferred tax
assets

Trxable tempor.ry differ€nces

A del€rred tax liability shal b€ recognis€d for aI taxable
temporrry differetrces, €xcept to the dtent thxt the deterred tax
liability arises from:

(r) the i tial r€cognition of goodwill; or

(b) the itritiat r€cognitiotr of an asset or liability tu a
tratrsaction which:

(i) is not a business combitratiotr;-**d

(ii) at the time of the traNaction, aff€cts neither
sccounting profit nor taxabl€ pront (tax lossL34&

l!jj) rt the time of the transaction. does not sive rise to
equal taxable and deductible temoorarv differences.

Initial r€cognition of sn asset or liability

A temponry differmce may arise on initial r€cognition of an asset
or liability, for example ifpart or all of the cost of an asset will not
be deductible for tax puposes. The method of accounting for such
a lemporary differetrce depends on the nature ofrhe tansaclion that
led to the initial recognition ofthe asset or liability:

(a) in a business combination, an entity recognises any deferred
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(b)

tax liability or asset and this affects the amount ofgoodwill or
baryain purchase gain it recognises (see parasraph 19);

if the taNactiotr affects either accounting profit or taxable
profit. or eives dse to equal taxable and deductible temporarv
differences, an entity recognises any deferred tax liability or
asset and recognises the r€sulting deferred taa expense or
income in profit or loss (see paragraph 59);

if the transaction is not a business combination, asd-affects
neither accounting profit nor la{able profit and does not eive
rise to equal tnable and deductible temporarv differences, atr

entity would, in the absence of the exemption provided by
pamgraphs 15 and 24, r€cogdse the resulting deferred tax
liability or asset and adjust the carrying amount olthe asset or
liabilit by the sane anount. Such adjustnents would make
the finalcial statements l€ss transparcnt. Th€refore, this
Standard does not p€mit an eniity to recognise the r€suking
defened ta{ liabilit or asset, either on initial recognition or
subsequently (see example below). Fufhernore, an entity
does not recogise subsequent changes in the unrecognised
deferr€d tax liabiLitv or asset as the asset is deDreciated.

224 A transaction that is not a busin€ss combination mav lead to the
initial recognirion of an asset and a liabilitv and. at the time of the
transaction. affect neither accounline profit nor taxable profit. For
example. at the commencement date of a lease. a l€ss€e tvpicalv
recosises a lease liabilitv and the coresbondine arnount as part of
the cost of a right-of-use asset. Dependins on the aoplicable ta.{ law.
eauai raxable and deduclible remporarv di-fferences ma\ arise on
initial recosnition of the asset and liabilitv in such a transaction. The
exemotion provided bv pamemphs 15 and 24 do€s not applv to such
temporarv differen€es and an entitv recoenises anv resultinq
defered tax liabilitv and asset.

Deductible temporary difrer€nces



Addendum

24 A deferred tax asset shsll be recog sed for aU d€ductible
temporrry differences to the extent that it is probable that
tanble prcfit wi be availabl€ against which the deduclible
temporrry difl€r€nce can b€ utilfued, unless the defered tax
$set srises from the initial recogtritiotr oI an ass€t or liability itr
r transaction that:

(a) is not a bushess combhrtiotri-etrd

O, at the tiDe of thc rrrtrsrctioo. alfec(s neither aacoutrritrg
prolit tror tanble prolit (tax lossLjg!'

GI at the time of th€ tra$action. do€s not sive rise to mual
taxable and deductible temporarv diffqetrces.

Effective drte

93J Defened Tax related to Assets and Liabitities arisine from a Sinsle
Transaction @eferred Tax related to Assets and Liabilities arisine
torl a St s/€ f,'rlr.rdcrto,i issued bv IASB in Mav 2021) amended
paraeraol$ 15. 22 and 24 and added paraqraoh 22A. An entiw shall
applv these arnendments in accordance with parape?phs 98K 98L
for amual reoortine periods beqinninq on or after 1 Januafl 2023.
Earlier aoplication is pelmitted. If atr editv applies the am€ndmenis
for an earlier period. it shall disclose that fact.

98K An e\tiv shall annlv Defeted Tat related ,J Assets and Liabilities
arisine from a Sinple Trcnsaction to Eansa.tioas that o. r on or
aft€r the beeinnine of the earliest comparative period presented.

9EL Ar entihr anel.;tns DefetTed Taa related to Assets and Liabilities
arisins fron a Sihde Transactioh shall 

^lso. 
atlJrcbesi ti'rso!$e

eadiest comparative beriod presented:

k) recosnise a defered tax asset - to the extent that it is probable

that taxable orofit will be available aqainst which the
deductible temporary difference can be utilised - and a
d€fered tax liabilitv for all deductible and taxable temporars
differences associated with:

(0 rieht-of-use assets and lease liabilities: and
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GI decoEmissionins. restoration and similar liabilities and

the correspondins amounts rccoeds€d as palt ofthe cost

ofth€ rclated asset and

recoqnis€ the cumulative efI€ct of ilrtiallv aDDlvins ihe

amendments as ar adiustment to the oDenine balance of
rctained €amfuiqs (or other comoonent of eouitv. as

aporooriate) at that date.
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