NZ IAS 12

New Zealand Equivalent to International Accounting
Standard 12

Income Taxes (NZ IAS 12)

Issued November 2004 and incorporates amendments tpand including 30 June
2011 other than consequential amendments resultirfgpom early adoption of
NZ IFRS 9 Financial Instrumentsand NZ IFRS 11Joint Arrangements

This Standard was issued by the Financial RepoS@itagndards Board of the New Zealand
Institute of Chartered Accountants and approved Hgy Accounting Standards Review
Board in November 2004 under the Financial Reporfhog 1993. This Standard is a
Regulation for the purpose of the Regulations (bs&nce) Act 1989.

This Standard supersedes Statement of Standarduiting Practice No.12Accounting for
Income Tax

The following New Zealand Interpretations refer to M&I112:
. NZ SIC-25Income Taxes—Changes in the Tax Status of an Bniity Shareholders

. NZ IFRIC 7Applying the Restatement Approach under NZ IAS 28arfial
Reporting in Hyperinflationary Economies

1 © Copyright



NZ IAS 12

COPYRIGHT
© Crown copyright 2006

This ASRB standard contains IFRS Foundation copyrigaterial. Reproduction within
New Zealand in unaltered form (retaining this noticepermitted for personal and non-
commercial use subject to the inclusion of an askedgement of the source.

On 1 July 2011, the ASRB was reconstituted as theradt®eporting Board (XRB). The
content, application and legal status of this stathds unaffected by this change. However,
requests and inquiries concerning reproduction rigits for commercial purposes within
New Zealand should be addressed to the Chief Exeguxternal Reporting Board at the
following email address: enquiries@xrb.govt.nz

All rights in this material outside of New Zealand aeserved by the IFRS Foundation.
Reproduction of ASRB/XRB standards outside of New Zwhla unaltered form (retaining
this notice) is permitted for personal and non-caruial use only. Further information and
requests for authorisation to reproduce for comiakeptirposes outside New Zealand should
be addressed to the IFRS Foundation.

ISBN 1-877430-24-2

© Copyright 2



CONTENTS

NEW ZEALAND EQUIVALENT TO INTERNATIONAL
ACCOUNTING STANDARD 12

INCOME TAXES (NZ IAS 12)

HISTORY OF AMENDMENTS
INTRODUCTION TO NZ IAS 12
OBJECTIVE

SCOPE
DEFINITIONS
Tax base

RECOGNITION OF CURRENT TAX LIABILITIES AND CURRENT
TAX ASSETS

RECOGNITION OF DEFERRED TAX LIABILITIES AND
DEFERRED TAX ASSETS

Taxable temporary differences

Business combinations

Assets carried at fair value

Goodwill

Initial recognition of an asset or liability
Deductible Temporary Differences

Goodwill

Initial recognition of an asset or liability
Unused tax losses and unused tax credits
Re-assessment of unrecognised deferred tax assets

Investments in subsidiaries, branches and associate s and
interests in joint ventures

MEASUREMENT

RECOGNITION OF CURRENT AND DEFERRED TAX
Items recognised in profit or loss

Items recognised outside profit or loss

Deferred tax arising from a business combination

Current and deferred tax arising from share-based pa  yment
transactions

NZ IAS 12

Paragraphs

1-4
5-11
7-11

12-14

15-45

15-23

19

20

21-21A

22-23

24-33

32A

33
34-36
37

38-45

46-56

57-68C

58-60
61A—65A

66—  68C

68A—68C

© Copyright



NZ IAS 12

PRESENTATION
Tax assets and tax liabilities
Offset
Tax expense
Tax Expense (Income) Related to Profit or Loss from Ordinary
Activities
Exchange Differences on Deferred Foreign Tax Liabilities or
Assets
DISCLOSURE
EFFECTIVE DATE
WITHDRAWAL OF NZ SIC-21
APPROVAL OF AMENDMENTS TO IAS 12 BY THE IASB:
Deferred Tax: Recovery of Underlying Assets issued in
December 2010
IASB BASIS FOR CONCLUSIONS

IASB ILLUSTRATIVE EXAMPLES
Examples of temporary differences

lllustrative computations and presentation

© Copyright 4

71-78
71-76
71-76
77-78

77

78

79-88
89-NZ 98.1
99



NZ IAS 12

New Zealand Equivalent to International Accounting n8tad 12 Income Taxes
(NZ IAS 12) is set out in paragraphs 1-99. NZ IAS< Bdsed on International Accounting
Standard 12ncome Taxe$lAS 12) (revised 2000) issued by the Internatiohetounting
Standards Committee (IASC) and adopted by the latenmal Accounting Standards Board
(IASB). All the paragraphs have equal authority tetain the IASC format of the Standard
when it was adopted by the IASB. NZ IAS 12 should lael i@ the context of its objective
and the IASB’s Basis for Conclusions on IAS 12 anel New Zealand Equivalent to the
IASB Conceptual Framework for Financial ReportiniNZ Framework) NZ IAS 8
Accounting Policies, Changes in Accounting Estimated Errors provides a basis for
selecting and applying accounting policies in theemce of explicit guidance.

Any additional material is shown with grey shadingheTparagraphs are denoted with
“NZ” and identify the types of entities to which tharagraphs apply.

This Standard uses the terminology adopted innat@nal Financial Reporting Standards
(IFRSs) to describe the financial statements ahdratlements. NZ IAS Bresentation of
Financial Statementgas revised in 2007) paragraph 5 explains thatiestother than
profit-oriented entities seeking to apply the Stnddmay need to amend the descriptions
used for particular line items in the financialtstaents and for the financial statements
themselves. For example, profit/loss may be refeto as surplus/deficit and capital or
share capital may be referred to as equity.
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HISTORY OF AMENDMENTS

Table of Pronouncements — NZ IAS 12ncome Taxes

This table lists the pronouncements establishind) substantially amending NZ IAS 12.
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Introduction to NZ IAS 12

The Standard:

(a) prescribes the accounting treatment for inctemes, including how to account for
the current and future tax consequences of:

0] the future recovery (settlement) of the cargyemount of assets (liabilities)
that are recognised in an entity’s statement @rfaial position; and

(i) transactions and other events of the curremtqga that are recognised in an
entity’s financial statements;

(b) requires an entity to account for the tax cgosaces of transactions and other
events in the same way that it accounts for thes&etions and other events
themselves;

(c) identifies the circumstances under which a deéetax asset arising from unused tax
losses or unused tax credits is recognised; and

(d) prescribes presentation and disclosure reqeinésn

In adopting IAS 12 for application as NZ IAS 12 no mpes have been made to the
requirements of IAS 12.

Profit-oriented entities, other than qualifying iéas applying any differential reporting

concessions, that comply with NZ IAS 12 will simultansly be in compliance with

IAS 12. Public benefit entities using the “NZ” paraghs in the Standard that specifically
apply to public benefit entities may not simultangly be in compliance with IAS 12.

Whether a public benefit entity will be in compli@with IAS 12 will depend on whether
the “NZ” paragraphs provide additional guidance fumblic benefit entities or contain

requirements that are inconsistent with the cormedpg IASB Standard and will be

applied by the public benefit entity.

Differential Reporting

Qualifying entities are given several concessionthéorequirements of this Standard (as
identified in the Standard).

© Copyright 12
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New Zealand Equivalent to International
Accounting Standard 12

Income Taxes (NZ IAS 12)

Objective

The objective of this Standard is to prescribeabeounting treatment for income
taxes. The principal issue in accounting for ineotaxes is how to account for
the current and future tax consequences of:

(a) the future recovery (settlement) of the cagyiamount of assets
(liabilities) that are recognised in an entity'satsment of financial
position; and

(b) transactions and other events of the curreribgpehat are recognised in
an entity’s financial statements.

It is inherent in the recognition of an asset ability that the reporting entity
expects to recover or settle the carrying amourthaf asset or liability. |If it is

probable that recovery or settlement of that cagyamount will make future tax
payments larger (smaller) than they would be if swdovery or settlement were
to have no tax consequences, this Standard reqairesntity to recognise a
deferred tax liability (deferred tax asset), withtam limited exceptions.

This Standard requires an entity to account for the consequences of
transactions and other events in the same waytthatounts for the transactions
and other events themselves. Thus, for transacton other events recognised
in profit or loss, any related tax effects are alstognised in profit or loss. For
transactions and other events recognised outsioii pr loss (either in other

comprehensive income or directly in equity), anlated tax effects are also
recognised outside profit or loss (either in otlwemprehensive income or
directly in equity, respectively). Similarly, thiecognition of deferred tax assets
and liabilities in a business combination affebis amount of goodwill arising in

that business combination or the amount of thediangurchase gain recognised.

This Standard also deals with the recognition oedefl tax assets arising from
unused tax losses or unused tax credits, the peggenof income taxes in the
financial statements and the disclosure of inforomatelating to income taxes.

Scope
1 This Standard shall be applied in accounting fomcome taxes.
2 For the purposes of this Standard, income tan@ade all domestic and foreign

taxes which are based on taxable profits. Incomestalso include taxes, such as

13 © Copyright
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withholding taxes, which are payable by a subsidiasgociate or joint venture
on distributions to the reporting entity.

[Deleted prior to adoption by the IASB.]

This Standard does not deal with the methods obwatting for government
grants (see NZ IAS 2@ccounting for Government Grants and Disclosure of
Government Assistangcer investment tax credits. However, this Standires
deal with the accounting for temporary differenckattmay arise from such
grants or investment tax credits.

Qualifying Entities

NZ 4.1

NZ 4.1 Entities which qualify for differential reporting concessions in
accordance with the Framework for Differential Reporting for Entities

Applying the New Zealand Equivalents to International Financial Reporting

Standards Reporting Regime (2005) are not required to account for income
tax in accordance with NZ IAS 12. A qualifying entitymay elect to account
for income tax in accordance with NZ IAS 12 or it mg use the taxes payable
method. Under the taxes payable method, income taxpense in respect o
the current period is equal to the income tax payake for the same period.
The income tax effects of temporary differences, ursed tax losses ang
unused tax credits under NZ IAS 12 are not recognisebdut may be disclosed
in the notes. Qualifying entities electing to acemt for income taxes under
the income taxes payable method are not required t@omply with the

disclosure requirements in NZ IAS 12 insofar as theyelate to disclosure of
deferred tax expense (income). Therefore qualifytn entities electing to
account for income taxes under the income taxes palyle method are not
required to:

(@) comply with paragraph 81(a) insofar as it reques disclosure of the

deferred tax relating to items charged or creditedlirectly to equity;

(b) comply with paragraph 81(e) insofar as it requres disclosure of
deductible temporary differences for which no defered tax asset is
recognised in the statement of financial position;

(c) comply with paragraph 81(j) which requires di€losure of a change in
the amount recognised by an acquirer for its pre-aguisition deferred
tax asset when that change is caused by a businesmbination;

(d) comply with paragraph 81(k) which requires di€losure of the event
or change in circumstances that caused the deferrethx benefits
acquired in a business combination to be recognisedfter the
acquisition date;

(e) comply with paragraph 82 which requires disclasre of information
regarding a deferred tax asset;
) in disclosing the major components of tax expese (income) in

accordance with paragraph 79, disclose the items sted in
paragraphs 80(c), (d), (f) and (g) insofar as theyelate to deferred
tax;

© Copyright 14
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NZ 4.1A

NZ 4.2

NZ 4.3

(9) comply with NZ IAS 1 paragraph 54(0) which requies disclosure of
deferred tax liabilities and deferred tax assets inthe statement of
financial position; or

(h)  comply with the disclosure requirements in thisStandard denoted
with an asterisk (*).

Qualifying entities are not required to di€lose the amount of income tax
relating to each component of other comprehensivenéome, as required by
paragraph 81(ab) of this Standard.

(@ Qualifying entities applying this concession that gsent components
of other comprehensive income net of related tax fefcts shall disclose
the aggregate amount of income tax relating to congments of other
comprehensive income in the notes.

(b) Qualifying entities applying this concession that sent components
of other comprehensive income before related tax fefcts with one
amount shown for the aggregate amount of income taxrelating to
those components are not required to disclose them@unt of income
tax relating to each component of other comprehengt income.

If a qualifying entity electing to account ér income taxes under the income
taxes payable method voluntarily makes disclosuresom which it is exempt,
these disclosures shall be made in accordance withZ IAS 12. In all
instances, the entity shall disclose the accountingplicy adopted for income
tax, in accordance with NZ IAS 1Presentation of Financial Statements.

Qualifying entities are permitted to explainthe relationship between tax
expense (income) and accounting profit as requiredy paragraph 81(c) using
the grossamounts of the relevant items of income or expendeather than
their related tax effects)

Definitions

5

The following terms are used in this Standard wit the meanings specified:
Accounting profit is profit or loss for a period before deducting ta expense.

Taxable profit (tax loss) is the profit (loss) for a period, determined in
accordance with the rules established by the taxatn authorities, upon which
income taxes are payable (recoverable).

Tax expense (tax income) is the aggregate amount included in the
determination of profit or loss for the period in respect of current tax and
deferred tax.

Current tax is the amount of income taxes payable (recoverabla respect of
the taxable profit (tax loss) for a period.

Deferred tax liabilities are the amounts of income taxes payable in future
periods in respect of taxable temporary differences

15 © Copyright
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Deferred tax assets are the amounts of income taxes recoverable in fute
periods in respect of:

(a) deductible temporary differences;
(b)  the carryforward of unused tax losses; and
(c) the carryforward of unused tax credits.

Temporary differences are differences between the carrying amount of an
asset or liability in the statement of financial psition and its tax base.
Temporary differences may be either:

(a) taxable temporary differences, which are temporary differences that
will result in taxable amounts in determining taxabe profit (tax loss)
of future periods when the carrying amount of the aset or liability is
recovered or settled; or

(b)  deductible temporary differences, which are temporary differences that
will result in amounts that are deductible in detemining taxable
profit (tax loss) of future periods when the carryng amount of the
asset or liability is recovered or settled.

The tax base of an asset or liability is the amount attributedto that asset or
liability for tax purposes.

All Entities
NZ 5.1 [Deleted]
6 Tax expense (tax income) comprises current tpem®se (current tax income) and

deferred tax expense (deferred tax income).

Tax base

The tax base of an asset is the amount that willidductible for tax purposes
against any taxable economic benefits that will flovan entity when it recovers
the carrying amount of the asset. If those econdmanefits will not be taxable,
the tax base of the asset is equal to its cargingunt.

© Copyright 16
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Examples

1 A machine cost 100. For tax purposes, depreciati@d has already
been deducted in the current and prior periodstlamdemaining cost will
be deductible in future periods, either as deptieciar through a
deduction on disposal. Revenue generated by tisshmachine is
taxable, any gain on disposal of the machine willeb@ble and any loss
on disposal will be deductible for tax purpos@sie tax base of the
machine is 70.

2 Interest receivable has a carrying amount of Ilife related interest
revenue will be taxed on a cash badibe tax base of the interest
receivable is nil.

3 Trade receivables have a carrying amount of 10 r&€lated revenue
has already been included in taxable profit (tas)oThe tax base of the
trade receivables is 100.

4 Dividends receivable from a subsidiary have a cagydmount of 100.
The dividends are not taxablén substance, the entire carrying amoun
of the asset is deductible against the economicflien€onsequently,
the tax base of the dividends receivable is®.00

5 A loan receivable has a carrying amount of 100e fepayment of the
loan will have no tax consequencéde tax base of the loan is 100.

@ Under this analysis, there is no taxable temporaffedénce. An alternative
analysis is that the accrued dividends receivalaleeha tax base of nil and that
tax rate of nil is applied to the resulting taxaldenporary difference of 100.
Under both analyses, there is no deferred tax lighil

)

The tax base of a liability is its carrying amguless any amount that will be
deductible for tax purposes in respect of thatilitgbin future periods. In the
case of revenue which is received in advance, tkeb&se of the resulting
liability is its carrying amount, less any amouffittiee revenue that will not be
taxable in future periods.

Examples

1 Current liabilities include accrued expenses wittaaying amount of
100. The related expense will be deducted for tapgses on a cash
basis. The tax base of the accrued expenses is nil.

2 Current liabilities include interest revenue reeeivn advance, with a
carrying amount of 100. The related interest rexeawas taxed on a cash
basis. The tax base of the interest received in advanod.is

3 Current liabilities include accrued expenses witaaying amount of
100. The related expense has already been dedocteck purposes.
The tax base of the accrued expenses is 100.

continued...
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10

11

...continued
Examples

4 Current liabilities include accrued fines and péealwith a carrying
amount of 100. Fines and penalties are not ddaladbr tax purposes.
The tax base of the accrued fines and penalti@66€.

5 A loan payable has a carrying amount of 100. Thayment of the loan
will have no tax consequenceEhe tax base of the loan is 100.

@ Under this analysis, there is no deductible terappdifference. An
alternative analysis is that the accrued fines pedalties payable have a tax
base of nil and that a tax rate of nil is appliedthe resulting deductible
temporary difference of 100. Under both analysesgtlis no deferred tax asset.

Some items have a tax base but are not recogasgseadsets and liabilities in the
statement of financial position. For example, agske costs are recognised as an
expense in determining accounting profit in theg@em which they are incurred
but may not be permitted as a deduction in deténgitexable profit (tax loss)
until a later period. The difference between theliase of the research costs,
being the amount the taxation authorities will péras a deduction in future
periods, and the carrying amount of nil is a deithiecttemporary difference that
results in a deferred tax asset.

Where the tax base of an asset or liability a¢ immediately apparent, it is
helpful to consider the fundamental principle upehich this Standard is
based: that an entity shall, with certain limited&ptions, recognise a deferred
tax liability (asset) whenever recovery or settletneinthe carrying amount of
an asset or liability would make future tax paynselairger (smaller) than they
would be if such recovery or settlement were toehawo tax consequences.
Example C following Paragraph 51A illustrates ciratamces when it may be
helpful to consider this fundamental principle, forample, when the tax base
of an asset or liability depends on the expectechnea of recovery or
settlement.

In consolidated financial statements, tempoudifierences are determined by
comparing the carrying amounts of assets and iligsilin the consolidated
financial statements with the appropriate tax balee tax base is determined by
reference to a consolidated tax return in thossdiations in which such a return
is filed. In other jurisdictions, the tax baselietermined by reference to the tax
returns of each entity in the group.

Recognition of current tax liabilities and current tax assets

12

Current tax for current and prior periods shall, to the extent unpaid, be
recognised as a liability. If the amount already pid in respect of current

and prior periods exceeds the amount due for thogeeriods, the excess shall
be recognised as an asset.

© Copyright 18
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13 The benefit relating to a tax loss that can beacried back to recover current
tax of a previous period shall be recognised as asset.

14 When a tax loss is used to recover current faa previous period, an entity
recognises the benefit as an asset in the perioghich the tax loss occurs
because it is probable that the benefit will flowitte entity and the benefit can be
reliably measured.

Recognition of deferred tax liabilities and deferre d tax
assets

Taxable temporary differences

15 A deferred tax liability shall be recognised forall taxable temporary
differences, except to the extent that the deferrethx liability arises from:

(a) the initial recognition of goodwill; or
(b)  the initial recognition of an asset or liability in a transaction which:
0] is not a business combination; and

(ii) at the time of the transaction, affects neitheaccounting profit
nor taxable profit (tax loss).

However, for taxable temporary differences associatl with investments in
subsidiaries, branches and associates, and interssin joint ventures, a
deferred tax liability shall be recognised in accatance with paragraph 39.

16 It is inherent in the recognition of an asseitths carrying amount will be
recovered in the form of economic benefits thawflo the entity in future
periods. When the carrying amount of the asseted its tax base, the amount
of taxable economic benefits will exceed the amabat will be allowed as a
deduction for tax purposes. This difference iaxable temporary difference and
the obligation to pay the resulting income taxefuiare periods is a deferred tax
liability. As the entity recovers the carrying amowf the asset, the taxable
temporary difference will reverse and the entity viidlve taxable profit. This
makes it probable that economic benefits will floanfrthe entity in the form of
tax payments. Therefore, this Standard requiresebognition of all deferred tax
liabilities, except in certain circumstances ddsatiin paragraphs 15 and 39.
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Example

An asset which cost 150 has a carrying amount of T@@mulative depreciation
for tax purposes is 90 and the tax rate is 25%.

The tax base of the asset is 60 (cost of 150 lassilative tax depreciation of
90). To recover the carrying amount of 100, thetgmiust earn taxable income
of 100, but will only be able to deduct tax depaéion of 60. Consequently, the
entity will pay income taxes of 10 (40 at 25%) wheacovers the carrying
amount of the asset. The difference between thgisgramount of 100 and the
tax base of 60 is a taxable temporary differencéOof Therefore, the entity
recognises a deferred tax liability of 10 (40 ab@5representing the income
taxes that it will pay when it recovers the cargyimmount of the asset.

Some temporary differences arise when income xperee is included in
accounting profit in one period but is includedtaxable profit in a different
period. Such temporary differences are often destdras timing differences.
The following are examples of temporary differenodsthis kind which are
taxable temporary differences and which thereforsultein deferred tax
liabilities:

(@) interest revenue is included in accountingipoof a time proportion basis
but may, in some jurisdictions, be included in taggprofit when cash is
collected. The tax base of any receivable recegnis the statement of
financial position with respect to such revenuesnik because the
revenues do not affect taxable profit until casbaliected;

(b) depreciation used in determining taxable pr{fik loss) may differ from
that used in determining accounting profit. Thagerary difference is the
difference between the carrying amount of the assgits tax base which is
the original cost of the asset less all deductionsespect of that asset
permitted by the taxation authorities in deterngnbaxable profit of the
current and prior periods. A taxable temporarfediénce arises, and results
in a deferred tax liability, when tax depreciatian dccelerated (if tax
depreciation is less rapid than accounting deptiecia a deductible
temporary difference arises, and results in a defidiax asset); and

(c) development costs may be capitalised and asedrtbver future periods in
determining accounting profit but deducted in deieing taxable profit
in the period in which they are incurred. Such dgw@ent costs have a
tax base of nil as they have already been deddoted taxable profit.
The temporary difference is the difference betwéencarrying amount of
the development costs and their tax base of nil.

Temporary differences also arise when:

(a) the identifiable assets acquired and liabditigsssumed in a business
combination are recognised at their fair valuesattordance with
NZ IFRS 3 Business Combinations, but no equivaldpisament is made
for tax purposes (see paragraph 19);

(b) assets are revalued and no equivalent adjustimemade for tax purposes
(see paragraph 20);
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(c) goodwill arises in a business combination (sEagraph 21);

(d) the tax base of an asset or liability on ihitecognition differs from its
initial carrying amount, for example when an entignefits from non-
taxable government grants related to assets (sagrpphs 22 and 33); or

(e) the carrying amount of investments in subsie&r branches and
associates or interests in joint ventures beconifésreht from the tax
base of the investment or interest (see paragra®hss).

Business combinations

With limited exceptions, the identifiable assmtguired and liabilities assumed in a
business combination are recognised at their falmes at the acquisition date.
Temporary differences arise when the tax basebeofdentifiable assets acquired
and liabilities assumed are not affected by théness combination or are affected
differently. For example, when the carrying amooinén asset is increased to fair
value but the tax base of the asset remains at@dlsé previous owner, a taxable
temporary difference arises which results in amedetax liability. The resulting
deferred tax liability affects goodwill (see paragin 66).

Assets carried at fair value

New Zealand equivalents to International FinanBi@porting Standards permit
or require certain assets to be carried at fainevair to be revalued (see, for
example, NZ IAS 16Property, Plant and EquipmenitNZ IAS 38 Intangible
Assets,NZ IAS 39 Financial Instruments: Recognition and Measuremandl
NZ IAS 40 Investment Proper}y In some jurisdictions, the revaluation or other
restatement of an asset to fair value affects texatofit (tax loss) for the current
period. As a result, the tax base of the assetjssted and no temporary
difference arises. In other jurisdictions, thealewation or restatement of an asset
does not affect taxable profit in the period of thealuation or restatement and,
consequently, the tax base of the asset is nosw&djiu Nevertheless, the future
recovery of the carrying amount will result in adhle flow of economic benefits
to the entity and the amount that will be deductiioletax purposes will differ
from the amount of those economic benefits. Thiéerdince between the
carrying amount of a revalued asset and its tag [saa temporary difference and
gives rise to a deferred tax liability or assehisTis true even if:

(@) the entity does not intend to dispose of theetas In such cases, the
revalued carrying amount of the asset will be recedéhrough use and
this will generate taxable income which exceeds #petiation that will
be allowable for tax purposes in future periods; or

(b) tax on capital gains is deferred if the proceefithe disposal of the asset
are invested in similar assets. In such cases,takewill ultimately
become payable on sale or use of the similar assets

21 © Copyright



NZ IAS 12

Goodwill

21 Goodwill arising in a business combination is mead as the excess of (a) over
(b) below:

(a) the aggregate of:

0] the consideration transferred measured in a=mwe with
NZ IFRS 3, which generally requires acquisition-datevalue;

(i)  the amount of any non-controlling interest ithe acquiree
recognised in accordance with NZ IFRS 3; and

(i) in a business combination achieved in stagles,acquisition-date
fair value of the acquirer’'s previously held equityerest in the
acquiree.

(b) the net of the acquisition-date amounts ofitlemtifiable assets acquired
and liabilities assumed measured in accordanceNdtiFRS 3.

Many taxation authorities do not allow reductionstlie carrying amount of
goodwill as a deductible expense in determining kixgrofit. Moreover, in
such jurisdictions, the cost of goodwill is oftent Weductible when a subsidiary
disposes of its underlying business. In such gict®ons, goodwill has a tax base
of nil. Any difference between the carrying amouhgoodwill and its tax base
of nil is a taxable temporary difference. Howevhis tStandard does not permit
the recognition of the resulting deferred tax lidpi because goodwill is
measured as a residual and the recognition of éfierred tax liability would
increase the carrying amount of goodwiill.

21A Subsequent reductions in a deferred tax lighihat is unrecognised because it
arises from the initial recognition of goodwill aaéso regarded as arising from
the initial recognition of goodwill and are therefonot recognised under
paragraph 15(a). For example, if in a businesshioation an entity recognises
goodwill of CU100 that has a tax base of nil, paapgr15(a) prohibits the
entity from recognising the resulting deferred thability. If the entity
subsequently recognises an impairment loss of Cfd2Qhat goodwill, the
amount of the taxable temporary difference relatmghe goodwill is reduced
from CU100 to CU80, with a resulting decrease ire thalue of the
unrecognised deferred tax liability. That decreasethe value of the
unrecognised deferred tax liability is also regdrdes relating to the initial
recognition of the goodwill and is therefore prateéd from being recognised
under paragraph 15(a).

21B Deferred tax liabilities for taxable temporatifferences relating to goodwill
are, however, recognised to the extent they do arate from the initial
recognition of goodwill. For example, if in a bness combination an entity
recognises goodwill of CU100 that is deductibletint purposes at a rate of 20
per cent per year starting in the year of acquisijtthe tax base of the goodwill
is CU100 on initial recognition and CU80 at the exidhe year of acquisition.
If the carrying amount of goodwill at the end o&thear of acquisition remains
unchanged at CU100, a taxable temporary differaic@U20 arises at the end
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of that year. Because that taxable temporary idiffee does not relate to the
initial recognition of the goodwill, the resultindeferred tax liability is
recognised.

Initial recognition of an asset or liability

A temporary difference may arise on initial retitign of an asset or liability, for

example if part or all of the cost of an asset wilit be deductible for tax

purposes. The method of accounting for such adeanp difference depends on

the nature of the transaction that led to the ahitecognition of the asset or

liability:

(a) in a business combination, an entity recognaasdeferred tax liability
or asset and this affects the amount of goodwiliaygain purchase gain it
recognises (see paragraph 19);

(b) if the transaction affects either accountingfipior taxable profit, an entity
recognises any deferred tax liability or asset sswbgnises the resulting
deferred tax expense or income in profit or lose garagraph 59);

(c) if the transaction is not a business combimatiand affects neither
accounting profit nor taxable profit, an entity iduin the absence of
the exemption provided by paragraphs 15 and 2égr&se the resulting
deferred tax liability or asset and adjust the yiag amount of the asset
or liability by the same amount. Such adjustmentaild make the
financial statements less transparent. Theretbie,Standard does not
permit an entity to recognise the resulting def@émax liability or asset,
either on initial recognition or subsequently (e@@mple on next page).
Furthermore, an entity does not recognise subseéquleanges in the
unrecognised deferred tax liability or asset asatset is depreciated.

In accordance with NZ IAS 3inancial Instruments: Presentatidhe issuer of
a compound financial instrument (for example, aveotible bond) classifies the
instrument’s liability component as a liability atite equity component as equity.
In some jurisdictions, the tax base of the liapitibmponent on initial recognition
is equal to the initial carrying amount of the swithe liability and equity
components. The resulting taxable temporary diffee arises from the initial
recognition of the equity component separately fribra liability component.
Therefore, the exception set out in paragraph 15fops not apply.
Consequently, an entity recognises the resultinferded tax liability. In
accordance with paragraph 61A, the deferred tax &rged directly to the
carrying amount of the equity component. In acaoo# with paragraph 58,
subsequent changes in the deferred tax liabiligyracognised in profit or loss as
deferred tax expense (income).
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Example illustrating paragraph 22(c)

An entity intends to use an asset which cost 1,0@uthout its useful life of
five years and then dispose of it for a residutil@®f nil. The tax rate is 40%.
Depreciation of the asset is not deductible forasposes. On disposal, any
capital gain would not be taxable and any capitsd would not be deductible.
As it recovers the carrying amount of the asset ethtity will earn taxable
income of 1,000 and pay tax of 400. The entity doesecognise the resulting
deferred tax liability of 400 because it resultsrir the initial recognition of the
asset.

In the following year, the carrying amount of tteset is 800. In earning taxable
income of 800, the entity will pay tax of 320. E€héty does not recognise the
deferred tax liability of 320 because it resultsrir the initial recognition of

the asset.

Deductible temporary differences

A deferred tax asset shall be recognised for alleductible temporary
differences to the extent that it is probable thattaxable profit will be
available against which the deductible temporary dference can be utilised,
unless the deferred tax asset arises from the irgtli recognition of an asset or
liability in a transaction that:

(a) is not a business combination; and

(b) at the time of the transaction, affects neitheraccounting profit nor
taxable profit (tax loss).

However, for deductible temporary differences assaated with investments
in subsidiaries, branches and associates, and in&sts in joint ventures, a
deferred tax asset shall be recognised in accordamwith paragraph 44.

It is inherent in the recognition of a liabilithat the carrying amount will be
settled in future periods through an outflow frome tlentity of resources
embodying economic benefits. When resources flemfthe entity, part or all
of their amounts may be deductible in determinapgable profit of a period later
than the period in which the liability is recogniseth such cases, a temporary
difference exists between the carrying amount of ligiglity and its tax base.
Accordingly, a deferred tax asset arises in respieitte income taxes that will be
recoverable in the future periods when that parthef liability is allowed as a
deduction in determining taxable profit. Similarlfythe carrying amount of an
asset is less than its tax base, the differencesgige to a deferred tax asset in
respect of the income taxes that will be recoverabfature periods.
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Example

An entity recognises a liability of 100 for accrymduct warranty costs. For
tax purposes, the product warranty costs will naddductible until the entity
pays the claim. The tax rate is 25%.

The tax base of the liability is nil (carrying amawf 100, less the amount that
will be deductible for tax purposes in respecthattiability in future periods).
In settling the liability for its carrying amountie entity will reduce its future
taxable profit by an amount of 100 and, conseqyergduce its future tax
payments by 25 (100 at 25%). The difference betteecarrying amount of
100 and the tax base of nil is a deductible tempodifference of 100.
Therefore, the entity recognises a deferred tartask25 (100 at 25%), provided
that it is probable that the entity will earn safént taxable profit in future
periods to benefit from a reduction in tax payments.

The following are examples of deductible temppmdifferences that result in
deferred tax assets:

(a) retirement benefit costs may be deducted iardehing accounting profit
as service is provided by the employee, but deduatedetermining
taxable profit either when contributions are paicgtiund by the entity or
when retirement benefits are paid by the entity. edporary difference
exists between the carrying amount of the liabditygl its tax base; the tax
base of the liability is usually nil. Such a dethie temporary difference
results in a deferred tax asset as economic beneiitflow to the entity
in the form of a deduction from taxable profits wheontributions or
retirement benefits are paid;

(b) research costs are recognised as an expendeténmining accounting
profit in the period in which they are incurred Ioosy not be permitted as
a deduction in determining taxable profit (tax Josstil a later period.
The difference between the tax base of the reseewsts, being the
amount the taxation authorities will permit as a wgn in future
periods, and the carrying amount of nil is a deilettemporary
difference that results in a deferred tax asset;

(c) with limited exceptions, an entity recognises tldentifiable assets
acquired and liabilities assumed in a business auatibn at their fair
values at the acquisition date. When a liabilglaned is recognised at
the acquisition date but the related costs aredadticted in determining
taxable profits until a later period, a deductitelmporary difference arises
which results in a deferred tax asset. A deferreésaet also arises when
the fair value of an identifiable asset acquiretess than its tax base. In
both cases, the resulting deferred tax asset aféezidwill (see paragraph
66); and

(d) certain assets may be carried at fair valuenay be revalued, without an
equivalent adjustment being made for tax purposes paragraph 20). A
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deductible temporary difference arises if the tagebof the asset exceeds
its carrying amount.

27 The reversal of deductible temporary differencesults in deductions in
determining taxable profits of future periods. Hoegweconomic benefits in the
form of reductions in tax payments will flow to thetiéy only if it earns
sufficient taxable profits against which the dedutsi can be offset. Therefore,
an entity recognises deferred tax assets only whémn probable that taxable
profits will be available against which the dedudilémporary differences can
be utilised.

28 It is probable that taxable profit will be avail against which a deductible
temporary difference can be utilised when theresafécient taxable temporary
differences relating to the same taxation authcaityl the same taxable entity
which are expected to reverse:

€) in the same period as the expected reverstieofleductible temporary
difference; or

(b) in periods into which a tax loss arising frone teferred tax asset can be
carried back or forward.

In such circumstances, the deferred tax asset@gnésed in the period in which
the deductible temporary differences arise.

29 When there are insufficient taxable temporaffedénces relating to the same
taxation authority and the same taxable entity digferred tax asset is recognised
to the extent that:

(@) it is probable that the entity will have suiiot taxable profit relating to
the same taxation authority and the same taxabligyen the same
period as the reversal of the deductible tempodiffgrence (or in the
periods into which a tax loss arising from the defdrtax asset can be
carried back or forward). In evaluating whethewill have sufficient
taxable profit in future periods, an entity ignorexable amounts
arising from deductible temporary differences tlae expected to
originate in future periods, because the defereedasset arising from
these deductible temporary differences will itselfjuire future taxable
profit in order to be utilised; or

(b) tax planning opportunities are available to ity that will create
taxable profit in appropriate periods.

30 Tax planning opportunities are actions thatetiity would take in order to create
or increase taxable income in a particular periefibte the expiry of a tax loss or
tax credit carryforward. For example, in some pigdons, taxable profit may be
created or increased by:

(@) electing to have interest income taxed on eitheeceived or receivable
basis;

(b) deferring the claim for certain deductions frtarable profit;
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(c) selling, and perhaps leasing back, assetsthe¢ appreciated but for
which the tax base has not been adjusted to reflmtt appreciation; and

(d) selling an asset that generates non-taxablemec(such as, in some
jurisdictions, a government bond) in order to pass#hanother investment
that generates taxable income.

Where tax planning opportunities advance taxahdditdrom a later period to an
earlier period, the utilisation of a tax loss ox taedit carryforward still depends
on the existence of future taxable profit from segrother than future originating
temporary differences.

31 When an entity has a history of recent los$esgentity considers the guidance in
paragraphs 35 and 36.

32 [Deleted by IASB]
Goodwill

32A If the carrying amount of goodwill arising inbasiness combination is less than

its tax base, the difference gives rise to a defetax asset. The deferred tax asset
arising from the initial recognition of goodwill dh&e recognised as part of the
accounting for a business combination to the extattit is probable that taxable
profit will be available against which the deductildenporary difference could
be utilised.

Initial recognition of an asset or liability

33 One case when a deferred tax asset arises cal m@tiognition of an asset is
when a non-taxable government grant related to set é&sdeducted in arriving at
the carrying amount of the asset but, for tax psegois not deducted from the
asset’s depreciable amount (in other words its &se]y the carrying amount of
the asset is less than its tax base and this gisesto a deductible temporary
difference. Government grants may also be set ugetsred income in which
case the difference between the deferred incomeitanthx base of nil is a
deductible temporary difference. Whichever metlwbdpresentation an entity
adopts, the entity does not recognise the resulliefgrred tax asset, for the
reason given in paragraph 22.

Unused tax losses and unused tax credits

34 A deferred tax asset shall be recognised for ttearryforward of unused tax
losses and unused tax credits to the extent that is probable that future
taxable profit will be available against which theunused tax losses and
unused tax credits can be utilised.

35 The criteria for recognising deferred tax asseising from the carryforward of
unused tax losses and tax credits are the sambeasriteria for recognising
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deferred tax assets arising from deductible tempaddferences. However, the
existence of unused tax losses is strong evidematefiture taxable profit may
not be available. Therefore, when an entity hasstotty of recent losses, the
entity recognises a deferred tax asset arising froosed tax losses or tax credits
only to the extent that the entity has sufficiemtable temporary differences or
there is convincing other evidence that sufficientable profit will be available
against which the unused tax losses or unused &htercan be utilised by the
entity. In such circumstances, paragraph 82 regudisclosure of the amount of
the deferred tax asset and the nature of the esédsumpporting its recognition.

36 An entity considers the following criteria in assiag the probability that taxable
profit will be available against which the unused l@sses or unused tax credits
can be utilised:

(a) whether the entity has sufficient taxable terappdifferences relating to
the same taxation authority and the same taxaligy,ewhich will result
in taxable amounts against which the unused tae$oss unused tax
credits can be utilised before they expire;

(b) whether it is probable that the entity will haeeable profits before the
unused tax losses or unused tax credits expire;

(c) whether the unused tax losses result from itlabke causes which are
unlikely to recur; and

(d) whether tax planning opportunities (see pardy®Q) are available to the
entity that will create taxable profit in the perisdwhich the unused tax
losses or unused tax credits can be utilised.

To the extent that it is not probable that taxagiefit will be available against
which the unused tax losses or unused tax creditbeaitilised, the deferred tax
asset is not recognised.

Re-assessment of unrecognised deferred tax
assets

37 At the end of each reporting period, an entigssesses unrecognised deferred
tax assets. The entity recognises a previouslgaagnised deferred tax asset to
the extent that it has become probable that futaxeble profit will allow the
deferred tax asset to be recovered. For exampldmarovement in trading
conditions may make it more probable that the etill be able to generate
sufficient taxable profit in the future for the defed tax asset to meet the
recognition criteria set out in paragraphs 24 ar 24other example is when an
entity reassesses deferred tax assets at the flatebosiness combination or
subsequently (see paragraphs 67 and 68).
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Investments in subsidiaries, branches and
associates and interests in joint ventures

Temporary differences arise when the carrying wamoof investments in
subsidiaries, branches and associates or inteiregtsnt ventures (namely the
parent or investor’s share of the net assets ostihsidiary, branch, associate or
investee, including the carrying amount of goodwidcomes different from the
tax base (which is often cost) of the investmerihtarest. Such differences may
arise in a number of different circumstances, f@meple:

€) the existence of undistributed profits of sdizsies, branches, associates
and joint ventures;

(b) changes in foreign exchange rates when a pamhtits subsidiary are
based in different countries; and

(c) a reduction in the carrying amount of an inmestt in an associate to its
recoverable amount.

In consolidated financial statements, the tempodifference may be different
from the temporary difference associated with teestment in the parent’s
separate financial statements if the parent cathesinvestment in its separate
financial statements at cost or revalued amount.

An entity shall recognise a deferred tax liabilig for all taxable temporary
differences associated with investments in subsidias, branches and
associates, and interests in joint ventures, excef the extent that both of
the following conditions are satisfied:

(a) the parent, investor or venturer is able to comol the timing of the
reversal of the temporary difference; and

(b) it is probable that the temporary difference wlil not reverse in the
foreseeable future.

As a parent controls the dividend policy of itbsidiary, it is able to control the
timing of the reversal of temporary differencesoassted with that investment
(including the temporary differences arising notyoinom undistributed profits
but also from any foreign exchange translationedédfices). Furthermore, it
would often be impracticable to determine the amadfiimcome taxes that would
be payable when the temporary difference rever3émrefore, when the parent
has determined that those profits will not be disiiéd in the foreseeable future
the parent does not recognise a deferred taxitiabilThe same considerations
apply to investments in branches.

The non-monetary assets and liabilities of aityeare measured in its functional
currency (see NZ IAS 2The Effects of Changes in Foreign Exchange Ratis
the entity’s taxable profit or tax loss (and, hertbe tax base of its non-monetary
assets and liabilities) is determined in a differenrrency, changes in the
exchange rate give rise to temporary differences tlsult in a recognised
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43

44

45

deferred tax liability or (subject to paragraph 24¥et. The resulting deferred tax
is charged or credited to profit or loss (see paaiy 58).

An investor in an associate does not control ¢#miity and is usually not in a
position to determine its dividend policy. Themefoin the absence of an
agreement requiring that the profits of the asdeaidll not be distributed in the
foreseeable future, an investor recognises a @efeiax liability arising from
taxable temporary differences associated with ¥edtment in the associate. In
some cases, an investor may not be able to deterthien amount of tax that
would be payable if it recovers the cost of its stweent in an associate, but can
determine that it will equal or exceed a minimum anmto In such cases, the
deferred tax liability is measured at this amount.

The arrangement between the parties to a jointuve usually deals with the
sharing of the profits and identifies whether decision such matters require the
consent of all the venturers or a specified majooit the venturers. When the
venturer can control the sharing of profits anis iprobable that the profits will
not be distributed in the foreseeable future, aemdefl tax liability is not
recognised.

An entity shall recognise a deferred tax assetrfall deductible temporary
differences arising from investments in subsidiarige, branches and associates,
and interests in joint ventures, to the extent thatand only to the extent that,
it is probable that:

(@) the temporary difference will reverse in the foeseeable future; and

(b) taxable profit will be available against which the temporary
difference can be utilised.

In deciding whether a deferred tax asset is m@sed for deductible temporary

differences associated with its investments in slifmses, branches and

associates, and its interests in joint venturessrdity considers the guidance set
out in paragraphs 28 to 31.

Measurement

46

a7

48

Current tax liabilities (assets) for the currentand prior periods shall be

measured at the amount expected to be paid to (reeered from) the taxation

authorities, using the tax rates (and tax laws) thahave been enacted or
substantively enacted by the end of the reportingqriod.

Deferred tax assets and liabilities shall be mea®d at the tax rates that are
expected to apply to the period when the asset igalised or the liability is

settled, based on tax rates (and tax laws) that havbeen enacted or
substantively enacted by the end of the reportinggriod.

Current and deferred tax assets and liabilaresusually measured using the tax
rates (and tax laws) that have been enacted. Howmvegme jurisdictions,
announcements of tax rates (and tax laws) by theergawvent have the
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substantive effect of actual enactment, which médlp¥othe announcement by a
period of several months. In these circumstan@esassets and liabilities are
measured using the announced tax rate (and tax.laws)

When different tax rates apply to different levef taxable income, deferred tax
assets and liabilities are measured using the geeraes that are expected to
apply to the taxable profit (tax loss) of the pdsgoin which the temporary
differences are expected to reverse.

[Deleted prior to adoption by the IASB.]

The measurement of deferred tax liabilities andleferred tax assets shall
reflect the tax consequences that would follow fronthe manner in which the
entity expects, at the end of the reporting periodio recover or settle the
carrying amount of its assets and liabilities.

In some jurisdictions, the manner in which aritgnrecovers (settles) the
carrying amount of an asset (liability) may affether or both of:

(a) the tax rate applicable when the entity reco\sedtles) the carrying
amount of the asset (liability); and

(b) the tax base of the asset (liability).
In such cases, an entity measures deferred taiktiedand deferred tax assets

using the tax rate and the tax base that are ¢ensisith the expected manner of
recovery or settlement.

Example A

An item of property, plant and equipment has a @gagrgmount of 100 and a tax
base of 60. A tax rate of 20% would apply if thenterere sold and a tax rate of
30% would apply to other income.

The entity recognises a deferred tax liability q#8 at 20%) if it expects to sell
the item without further use and a deferred takility of 12 (40 at 30%) if it
expects to retain the item and recover its carnangpunt through use.
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Example B

An item of property, plant and equipment with a @fst00 and a carrying
amount of 80 is revalued to 150. No equivalent stdpent is made for tax
purposes. Cumulative depreciation for tax purp@s88 and the tax rate is 30%.
If the item is sold for more than cost, the cumutatax depreciation of 30 will
be included in taxable income but sale procee@sdess of cost will not be
taxable.

The tax base of the item is 70 and there is a tex@mporary difference of 80.
If the entity expects to recover the carrying anmdynusing the item, it must
generate taxable income of 150, but will only beeabldeduct depreciation of
70. On this basis, there is a deferred tax liapitf 24 (80 at 30%). If the entity
expects to recover the carrying amount by sellirggithm immediately for
proceeds of 150, the deferred tax liability is cotepuas follows:

Taxable Deferred

Temporary Tax Tax

Difference Rate Liability

Cumulative tax depreciation 30 30% 9
Proceeds in excess of cost 50 nil -
Total 80 9

(note: in accordance with paragraph 61A, the adbufiil deferred tax that arises on the
revaluation is recognised in other comprehensigeine)

Example C

The facts are as in example B, except that iftdra is sold for more than cost,
the cumulative tax depreciation will be includedarable income (taxed at
30%) and the sale proceeds will be taxed at 40%y; dé&ducting an inflation-
adjusted cost of 110.

If the entity expects to recover the carrying amdaynusing the item, it must
generate taxable income of 150, but will only beeabldeduct depreciation of
70. On this basis, the tax base is 70, theretéxable temporary difference of
80 and there is a deferred tax liability of 24 @030%), as in example B.

If the entity expects to recover the carrying anmdunselling the item
immediately for proceeds of 150, the entity will beedo deduct the indexed cast
of 110. The net proceeds of 40 will be taxed & 40n addition, the cumulative
tax depreciation of 30 will be included in taxableome and taxed at 30%. Or
this basis, the tax base is 80 (110 less 30), tlseaetaxable temporary differeng
of 70 and there is a deferred tax liability of 2B (at 40% plus 30 at 30%). If th
tax base is not immediately apparent in this exanipieay be helpful to
consider the fundamental principle set out in paegr 10.

(note: in accordance with paragraph 61A, the aduditl deferred tax that ariseg
on the revaluation is recognised in other comprehenimicome)

®
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If a deferred tax liability or deferred tax esarises from a non-depreciable asset
measured using the revaluation model in NZ IAS 1&, tteasurement of the
deferred tax liability or deferred tax asset shaflect the tax consequences of
recovering the carrying amount of the non-deprédeiafsset through sale,
regardless of the basis of measuring the carryingpumt of that asset.
Accordingly, if the tax law specifies a tax rate apgble to the taxable amount
derived from the sale of an asset that differs ftbm tax rate applicable to the
taxable amount derived from using an asset, thendorrate is applied in
measuring the deferred tax liability or asset ezgldb a non-depreciable asset.

If a deferred tax liability or asset arisesnirdnvestment property that is
measured using the fair value model in NZ IAS 40er¢ is a rebuttable
presumption that the carrying amount of the investmproperty will be
recovered through sale. Accordingly, unless thespmption is rebutted, the
measurement of the deferred tax liability or deddrtax asset shall reflect the
tax consequences of recovering the carrying amofitite investment property
entirely through sale. This presumption is reliffehe investment property is
depreciable and is held within a business modelsetabjective is to consume
substantially all of the economic benefits embodiedhe investment property
over time, rather than through sale. If the prestiom is rebutted, the
requirements of paragraphs 51 and 51A shall beviad.

Example illustrating paragraph 51C

An investment property has a cost of 100 and fdirevaf 150. It is
measured using the fair value model in NZ IAS 4Ccolnprises land with
a cost of 40 and fair value of 60 and a buildincghveitcost of 60 and fair
value of 90. The land has an unlimited useful life

Cumulative depreciation of the building for tax poses is 30. Unrealised
changes in the fair value of the investment prgpeot not affect taxable
profit. If the investment property is sold for redhan cost, the reversal of
the cumulative tax depreciation of 30 will be inaddn taxable profit and
taxed at an ordinary tax rate of 30%. For salesg®ds in excess of cost,
tax law specifies tax rates of 25% for assets tmideks than two years
and 20% for assets held for two years or more.

Because the investment property is measured usirfgithealue model in
NZ IAS 40, there is a rebuttable presumption thatentity will recover
the carrying amount of the investment property ehtithrough sale. If
that presumption is not rebutted, the deferred &flects the tax
consequences of recovering the carrying amountedgtihrough sale,
even if the entity expects to earn rental incommftioe property before
sale.

continued...
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...continued
Example illustrating paragraph 51C

The tax base of the land if it is sold is 40 aretétis a taxable temporary
difference of 20 (60 — 40). The tax base of thielibg if it is sold is 30 (60
— 30) and there is a taxable temporary differenfc@0(90 — 30). As a
result, the total taxable temporary difference tielg to the investment
property is 80 (20 + 60).

In accordance with paragraph 47, the tax rate is thte expected to apply
to the period when the investment property is redlisThus, the resulting
deferred tax liability is computed as follows, i&téntity expects to sell the
property after holding it for more than two years:

Taxable Deferred
Temporary Tax
Difference Tax Rate Liability

Cumulative tax depreciation 30 30%
Proceeds in excess of cost 50 20% 10
Total 80 19

If the entity expects to sell the property after holding it for less than two years, the
above computation would be amended to apply a tax rate of 25%, rather than 20%,
to the proceeds in excess of cost.

If, instead, the entity holds the building within a business model whose objective is to
consume substantially all of the economic benefits embodied in the building over
time, rather than through sale, this presumption would be rebutted for the building.
However, the land is not depreciable. Therefore the presumption of recovery through
sale would not be rebutted for the land. It follows that the deferred tax liability would
reflect the tax consequences of recovering the carrying amount of the building
through use and the carrying amount of the land through sale.

The tax base of the building if it is used is 30 (60 — 30) and there is a taxable
temporary difference of 60 (90 — 30), resulting in a deferred tax liability of 18
(60 at 30%).

The tax base of the land if it is sold is 40 and there is a taxable temporary difference
of 20
(60 — 40), resulting in a deferred tax liability of 4 (20 at 20%).

As a result, if the presumption of recovery through sale is rebutted for the building,
the deferred tax liability relating to the investment property is 22 (18 + 4).
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The rebuttable presumption in paragraph 516G afmplies when a deferred tax
liability or a deferred tax asset arises from meaguinvestment property in a
business combination if the entity will use the faialue model when

subsequently measuring that investment property.

Paragraphs 51B-51D do not change the requirsnergpply the principles in
paragraphs 24-33 (deductible temporary differenaes) paragraphs 34-36
(unused tax losses and unused tax credits) ofStiaisdard when recognising and
measuring deferred tax assets.

In some jurisdictions, income taxes are payabla higher or lower rate if part or
all of the net profit or retained earnings is paid as a dividend to shareholders
of the entity. In some other jurisdictions, incotaxes may be refundable or
payable if part or all of the net profit or retadhearnings is paid out as a dividend
to shareholders of the entity. In these circuntancurrent and deferred tax
assets and liabilities are measured at the tax appicable to undistributed

profits.

In the circumstances described in paragraph B&Aincome tax consequences of
dividends are recognised when a liability to paydhadend is recognised. The
income tax consequences of dividends are more thjirdmked to past
transactions or events than to distributions to enwn Therefore, the income tax
consequences of dividends are recognised in poofitoss for the period as
required by paragraph 58 except to the extentttieaincome tax consequences of
dividends arise from the circumstances describghragraph 58 (a) and (b).

Example lllustrating Paragraphs 52A and 52B

The following example deals with the measuremenuafent and deferred tax
assets and liabilities for an entity in a jurisitintwhere income taxes are payahle
at a higher rate on undistributed profits (50%) veithamount being refundable
when profits are distributed. The tax rate on disted profits is 35%. Atthe

end of the reporting period, 31 December 20X1, thityetioes not recognise a
liability for dividends proposed or declared aftiee reporting period. As a result
no dividends are recognised in the year 20X1. Tiaxalcome for 20X1 is

100,000. The net taxable temporary differenceteryear 20X1 is 40,000.

The entity recognises a current tax liability andwrent income tax expense of
50,000. No asset is recognised for the amount fiatsrrecoverable as a result
of future dividends. The entity also recogniseeferred tax liability and
deferred tax expense of 20,000 (40,000 at 50%)essprting the income taxes
that the entity will pay when it recovers or sedtibe carrying amounts of its
assets and liabilities based on the tax rate aplie to undistributed profits.

Subsequently, on 15 March 20X2 the entity recogrdsédends of 10,000 from
previous operating profits as a liability.

On 15 March 20X2, the entity recognises the recowéigcome taxes of 1,500
(15% of the dividends recognised as a liability)aasurrent tax asset and as a
reduction of current income tax expense for 20X2.
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54

55

56

Deferred tax assets and liabilities shall not bdiscounted.

The reliable determination of deferred tax assetd liabilities on a discounted
basis requires detailed scheduling of the timinghefreversal of each temporary
difference. In many cases such scheduling is iotjma@ble or highly complex.
Therefore, it is inappropriate to require discongtiof deferred tax assets and
liabilities. To permit, but not to require, diseding would result in deferred tax
assets and liabilities which would not be comparbklsveen entities. Therefore,
this Standard does not require or permit the disting of deferred tax assets and
liabilities.

Temporary differences are determined by referéadhe carrying amount of an
asset or liability. This applies even where thatrygag amount is itself
determined on a discounted basis, for example énctise of retirement benefit
obligations (see NZ IAS 1Bmployee Benefits

The carrying amount of a deferred tax asset shabe reviewed at the end of
each reporting period. An entity shall reduce thecarrying amount of a
deferred tax asset to the extent that it is no loreg probable that sufficient
taxable profit will be available to allow the benefit of part or all of that
deferred tax asset to be utilised. Any such reduian shall be reversed to the
extent that it becomes probable that sufficient taable profit will be available.

Recognition of current and deferred tax

57

58

59

Accounting for the current and deferred tax effed a transaction or other event
is consistent with the accounting for the transactipevent itself. Paragraphs 58
to 68C implement this principle.

Items recognised in profit or loss

Current and deferred tax shall be recognised as:icome or an expense and
included in the profit or loss for the period, excet to the extent that the tax
arises from:

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

(b) a business combination (see paragraphs 66 t0)68

Most deferred tax liabilities and deferred tesseds arise where income or
expense is included in accounting profit in ondqakrbut is included in taxable
profit (tax loss) in a different period. The resuj deferred tax is recognised in
profit or loss. Examples are when:

(a) interest, royalty or dividend revenue is reediin arrears and is included
in accounting profit on a time apportionment basisaccordance with
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NZ IAS 18 Revenugbut is included in taxable profit (tax loss) orash
basis; and

(b) costs of intangible assets have been capithlise accordance with
NZ IAS 38 and are being amortised in profit or Idsst were deducted
for tax purposes when they were incurred.

The carrying amount of deferred tax assets #llities may change even
though there is no change in the amount of theeg@ltemporary differences.
This can result, for example, from:

(@) a change in tax rates or tax laws;
(b) a reassessment of the recoverability of dedeta® assets; or
(c) a change in the expected manner of recovean afsset.

The resulting deferred tax is recognised in profitoss, except to the extent that
it relates to items previously recognised outsid#ipor loss (see paragraph 63).

Items recognised outside profit or loss

[Deleted by IASB]

Current tax and deferred tax shall be recognise@utside profit or loss if the
tax relates to items that are recognised, in the s#& or a different period,
outside profit or loss. Therefore, current tax anddeferred tax that relates to
items that are recognised, in the same or a diffen¢ period:

(a) in other comprehensive income, shall be recogdd in other
comprehensive income (see paragraph 62).

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

New Zealand equivalents to International FinanRigporting Standards require
or permit particular items to be recognised in othemprehensive income.
Examples of such items are:

(@) a change in carrying amount arising from thealgation of property,
plant and equipment (see NZ IAS R6operty, Plant and Equipméntand

(b) [deleted by IASB]

(c) exchange differences arising on the translatiothe financial statements
of a foreign operation (see NZ IAS 21).

(d) [deleted by IASB]

New Zealand equivalents to International FindnRieporting Standards require
or permit particular items to be credited or chdrdeectly to equity. Examples
of such items are:

(a) an adjustment to the opening balance of redag@nings resulting from
either a change in accounting policy that is agpfietrospectively or the
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63

64

65

65A

correction of an error (see NZ IASA&ccounting Policies, Changes in
Accounting Estimates and Errgrand

(b) amounts arising on initial recognition of thguéy component of a
compound financial instrument (see paragraph 23).

In exceptional circumstances it may be diffictdt determine the amount of
current and deferred tax that relates to itemsgeised outside profit or loss
(either in other comprehensive income or direatlyeguity). This may be the
case, for example, when:

(a) there are graduated rates of income tax asdritpossible to determine the
rate at which a specific component of taxable p(tk loss) has been taxed,;

(b) a change in the tax rate or other tax rulescasf a deferred tax asset or
liability relating (in whole or in part) to an iterthat was previously
recognised outside profit or loss; or

(c) an entity determines that a deferred tax asisa&llt be recognised, or shall
no longer be recognised in full, and the defereedatsset relates (in whole
or in part) to an item that was previously recogthisatside profit or loss.

In such cases, the current and deferred tax relateééms that are recognised
outside profit or loss are based on a reasonablegta allocation of the current
and deferred tax of the entity in the tax jurisdictconcerned, or other method
that achieves a more appropriate allocation irctrteamstances.

NZ IAS 16 does not specify whether an entity stiduhnsfer each year from
revaluation surplus to retained earnings an amaqual to the difference
between the depreciation or amortisation on a rexhhsset and the depreciation
or amortisation based on the cost of that as$etn &ntity makes such a transfer,
the amount transferred is net of any related defetax. Similar considerations
apply to transfers made on disposal of an itenroperty, plant or equipment.

When an asset is revalued for tax purposes latdrévaluation is related to an
accounting revaluation of an earlier period, oote that is expected to be carried
out in a future period, the tax effects of both th&set revaluation and the
adjustment of the tax base are recognised in ateprehensive income in the
periods in which they occur. However, if the revalwatfor tax purposes is not

related to an accounting revaluation of an eagéiod, or to one that is expected
to be carried out in a future period, the tax dffeaf the adjustment of the tax
base are recognised in profit or loss.

When an entity pays dividends to its sharetrsldié may be required to pay a
portion of the dividends to taxation authorities loehalf of shareholders. In
many jurisdictions, this amount is referred to asvithholding tax. Such an

amount paid or payable to taxation authoritieshsrged to equity as a part of the
dividends.
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Deferred tax arising from a business combination

As explained in paragraphs 19 and 26(c), tempali@ferences may arise in a
business combination. In accordance with NZ IFR&m3entity recognises any
resulting deferred tax assets (to the extent tiayt theet the recognition criteria
in paragraph 24) or deferred tax liabilities amiiféable assets and liabilities at
the acquisition date. Consequently, those defetagdassets and deferred tax
liabilities affect the amount of goodwill or thergain purchase gain the entity
recognises. However, in accordance with paragtef(h), an entity does not
recognise deferred tax liabilities arising from theitial recognition of
goodwiill.

As a result of a business combination, the pritibalof realising a pre-
acquisition deferred tax asset of the acquirer dallange. An acquirer may
consider it probable that it will recover its own eieéd tax asset that was not
recognised before the business combination. Fameie, the acquirer may be
able to utilise the benefit of its unused tax lgsagainst the future taxable profit
of the acquiree. Alternatively, as a result of lusiness combination it might no
longer be probable that future taxable profit wilba the deferred tax asset to be
recovered. In such cases, the acquirer recognisgsiage in the deferred tax
asset in the period of the business combinationdbas not include it as part of
the accounting for the business combination. Thege the acquirer does not
take it into account in measuring the goodwill ordaén purchase gain it
recognises in the business combination.

The potential benefit of the acquiree’s incorar koss carryforwards or other
deferred tax assets might not satisfy the crittataseparate recognition when a
business combination is initially accounted for ight be realised subsequently.
An entity shall recognise acquired deferred tax benthat it realises after the
business combination as follows:

(@) Acquired deferred tax benefits recognised withen measurement period
that result from new information about facts andcuinstances that
existed at the acquisition date shall be appliedeuce the carrying
amount of any goodwill related to that acquisititirthe carrying amount
of that goodwill is zero, any remaining deferred taenefits shall be
recognised in profit or loss.

(b) All other acquired deferred tax benefits realishall be recognised in
profit or loss (or, if this Standard so requirestside profit or loss).

Current and deferred tax arising from share-based
payment transactions

In some tax jurisdictions, an entity receivetsva deduction (ie an amount that is
deductible in determining taxable profit) that telato remuneration paid in

shares, share options or other equity instrumeittseoentity. The amount of that
tax deduction may differ from the related cumulatremuneration expense, and
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may arise in a later accounting period. For exampl some jurisdictions, an
entity may recognise an expense for the consumptioemployee services
received as consideration for share options granted accordance with
NZ IFRS 2Share-based Paymerand not receive a tax deduction until the share
options are exercised, with the measurement of akedéduction based on the
entity’s share price at the date of exercise.

As with the research costs discussed in paragra@nd 26(b) of this Standard,
the difference between the tax base of the emplegedces received to date
(being the amount the taxation authorities will piéras a deduction in future
periods), and the carrying amount of nil, is a deithle temporary difference that
results in a deferred tax asset. If the amountakation authorities will permit as
a deduction in future periods is not known at thd ehthe period, it shall be
estimated, based on information available at tleadrthe period. For example,
if the amount that the taxation authorities will ppéras a deduction in future
periods is dependent upon the entity's share petea future date, the
measurement of the deductible temporary differesiceuld be based on the
entity’s share price at the end of the period.

As noted in paragraph 68A, the amount of thed&duction (or estimated future
tax deduction, measured in accordance with parags8gh may differ from the
related cumulative remuneration expense. Paradgs8pif the Standard requires
that current and deferred tax should be recograsethcome or an expense and
included in profit or loss for the period, exceptthe extent that the tax arises
from (a) a transaction or event that is recognisedthe same or a different
period, outside profit or loss, or (b) a businessikination. If the amount of the
tax deduction (or estimated future tax deductiondeeds the amount of the
related cumulative remuneration expense, this atdg that the tax deduction
relates not only to remuneration expense but asarnt equity item. In this
situation, the excess of the associated curredefarred tax should be recognised
directly in equity.

Presentation

69
70

71

Tax Assets and Tax Liabilities
[Deleted by IASB]

[Deleted by IASB]

Offset

An entity shall offset current tax assets and cuent tax liabilities if, and only
if, the entity:

(a) has a legally enforceable right to set off theecognised amounts; and
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(b) intends either to settle on a net basis, or trealise the asset and settle
the liability simultaneously.

Although current tax assets and liabilities agasately recognised and measured
they are offset in the statement of financial positsubject to criteria similar to
those established for financial instruments in NZ B2 An entity will normally
have a legally enforceable right to set off a aqurtex asset against a current tax
liability when they relate to income taxes levigdtbe same taxation authority and
the taxation authority permits the entity to makeezeive a single net payment.

In consolidated financial statements, a curt@xfsset of one entity in a group is
offset against a current tax liability of anothetity in the group if, and only if,
the entities concerned have a legally enforceagle to make or receive a single
net payment and the entities intend to make orivecguch a net payment or to
recover the asset and settle the liability simatarsly.

An entity shall offset deferred tax assets and tred tax liabilities if, and
only if:

(a) the entity has a legally enforceable right toet off current tax assets
against current tax liabilities; and

(b)  the deferred tax assets and the deferred taxabilities relate to income
taxes levied by the same taxation authority on ei#r:

0] the same taxable entity; or

(ii) different taxable entities which intend either to settle current
tax liabilities and assets on a net basis, or to aéise the assets
and settle the liabilities simultaneously, in eacluture period
in which significant amounts of deferred tax liabilties or assets
are expected to be settled or recovered.

To avoid the need for detailed scheduling ofttheng of the reversal of each
temporary difference, this Standard requires aityetd set off a deferred tax
asset against a deferred tax liability of the s¢emable entity if, and only if, they
relate to income taxes levied by the same taxaighority and the entity has a
legally enforceable right to set off current tagets against current tax liabilities.

In rare circumstances, an entity may have allegaforceable right of set-off,
and an intention to settle net, for some periodsnat for others. In such rare
circumstances, detailed scheduling may be requoezstablish reliably whether
the deferred tax liability of one taxable entity lwrkesult in increased tax
payments in the same period in which a deferredatset of another taxable
entity will result in decreased payments by thabeddaxable entity.
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Tax expense

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

The tax expense (income) related to profit or & from ordinary activities
shall be presented in the statement of comprehengiimcome.

If an entity presents the components of profibr loss in a separate income
statement as described in paragraph 81 of NZIAS 1Presentation of
Financial Statements (as revised in 2007), it presents the tax expensadome)
related to profit or loss from ordinary activities in that separate statement.

Exchange differences on deferred foreign tax liabil ities or
assets

NZ IAS 21 requires certain exchange differencebetgecognised as income or
expense but does not specify where such differesball be presented in the
statement of comprehensive income. Accordingly, ehetchange differences
on deferred foreign tax liabilities or assets ageognised in the statement of
comprehensive income, such differences may be ifitassas deferred tax

expense (income) if that presentation is considaécede the most useful to
financial statement users.

Disclosure

79
80

The major components of tax expense (income) shise disclosed separately.
Components of tax expense (income) may include:

(@) current tax expense (income);
(b) any adjustments recognised in the period foreci tax of prior periods;

(c) the amount of deferred tax expense (incomeitirg) to the origination
and reversal of temporary differences;

(d) the amount of deferred tax expense (incomejtirgl to changes in tax
rates or the imposition of new taxes;

(e) the amount of the benefit arising from a prasig unrecognised tax loss,
tax credit or temporary difference of a prior pdribat is used to reduce
current tax expense;

® the amount of the benefit from a previously egcognised tax loss, tax
credit or temporary difference of a prior periodittlis used to reduce
deferred tax expense;

(9) deferred tax expense arising from the write-dosvireversal of a previous
write-down, of a deferred tax asset in accordaritte paragraph 56; and
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the amount of tax expense (income) relatingthose changes in
accounting policies and errors that are includedpiofit or loss in
accordance with NZIAS 8, because they cannot be atedufor
retrospectively.

The following shall also be disclosed separately

@)

(ab)

(b)
(©

(d)

(e)

*()

*9)

*(h)

the aggregate current and deferred tax relatingo items charged or
credited directly to equity (see paragraph 62A);

the amount of income tax relating to each congment of other
comprehensive income (see paragraph 62 and NZ IAS a9(revised in
2007));

[Deleted by IASB]

an explanation of the relationship between taexpense (income) and
accounting profit in either or both of the following forms:

0] a numerical reconciliation between tax expenséncome) and
the product of accounting profit multiplied by the applicable
tax rate(s), disclosing also the basis on which thapplicable tax
rate(s) is (are) computed; or

(ii) a numerical reconciliation between the averageeffective tax
rate and the applicable tax rate, disclosing alsohe basis on
which the applicable tax rate is computed;

an explanation of changes in the applicable tarate(s) compared to
the previous accounting period,;

the amount (and expiry date, if any) of dedudile temporary
differences, unused tax losses, and unused tax citsdfor which no
deferred tax asset is recognised in the statementfinancial position;

the aggregate amount of temporary differencesassociated with
investments in subsidiaries, branches and associatand interests in
joint ventures, for which deferred tax liabilities have not been
recognised (see paragraph 39);

in respect of each type of temporary differene, and in respect of each
type of unused tax losses and unused tax credits:

0] the amount of the deferred tax assets and lialiies recognised in
the statement of financial position for each periogbresented,;

(i)  the amount of the deferred tax income or expese recognised
in profit or loss, if this is not apparent from the changes in the
amounts recognised in the statement of financial ition;

in respect of discontinued operations, the taxxpense relating to:

0] the gain or loss on discontinuance; and
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(i)  the profit or loss from the ordinary activites of the
discontinued operation for the period, together wih the
corresponding amounts for each prior period presered®

0] the amount of income tax consequences of dividds to shareholders
of the entity that were proposed or declared beforehe financial
statements were authorised for issue, but are notecognised as a
liability in the financial statements;

0] if a business combination in which the entity $ the acquirer causes a
change in the amount recognised for its pre-acquisdbn deferred tax
asset (see paragraph 67), the amount of that changad

(k) if the deferred tax benefits acquired in a busiess combination are not
recognised at the acquisition date but are recogréd after the
acquisition date (see paragraph 68), a descriptioof the event or change
in circumstances that caused the deferred tax bentf to be recognised.

All Entities
NZ 81.1 [Deleted]

82

82A

83
84

85

An entity shall disclose the amount of a deferrethx asset and the nature of
the evidence supporting its recognition, when:

(a) the utilisation of the deferred tax asset is geendent on future taxable
profits in excess of the profits arising from the eversal of existing
taxable temporary differences; and

(b)  the entity has suffered a loss in either the ctent or preceding period
in the tax jurisdiction to which the deferred tax asset relates.

In the circumstances described in paragraph 52/an entity shall disclose the
nature of the potential income tax consequences thavould result from the
payment of dividends to its shareholders. In addion, the entity shall
disclose the amounts of the potential income tax neequences practicably
determinable and whether there are any potential inome tax consequences
not practicably determinable.

[Deleted by IASB]

The disclosures required by paragraph 81(c)lenaers of financial statements
to understand whether the relationship between tgperse (income) and
accounting profit is unusual and to understandsibaificant factors that could
affect that relationship in the future. The relaship between tax expense
(income) and accounting profit may be affected ghsfactors as revenue that is
exempt from taxation, expenses that are not dduacin determining taxable
profit (tax loss), the effect of tax losses andeffect of foreign tax rates.

In explaining the relationship between tax expefiacome) and accounting
profit, an entity uses an applicable tax rate thavides the most meaningful

0

Refer to NZ IFRS 5 for the concessions avail#blgualifying entities.
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information to the users of its financial statensenOften, the most meaningful
rate is the domestic rate of tax in the countryimch the entity is domiciled,

aggregating the tax rate applied for national taxitk the rates applied for any
local taxes which are computed on a substantiathjlai level of taxable profit

(tax loss). However, for an entity operating in saligurisdictions, it may be

more meaningful to aggregate separate reconcilistiprepared using the
domestic rate in each individual jurisdiction. Tiedowing example illustrates
how the selection of the applicable tax rate affeébis presentation of the
numerical reconciliation.

Example lllustrating Paragraph 85

In 19X2, an entity has accounting profit in its owmigdiction (country A) of
1,500 (19X1: 2,000) and in country B of 1,500 (198@0). The tax rate is 309
in country A and 20% in country B. In country A, exses of 100 (19X1: 200
are not deductible for tax purposes.

o

~

The following is an example of a reconciliationtie lomestic tax rate:

19X1 19X2
Accounting profit 2,500 3,000
Tax at the domestic rate of 30% 750 900
Tax effect of expenses that are not deductible for
tax purposes 60 30
Effect of lower tax rates in country B (50) (150)
Tax expense 760 780

D

The following is an example of a reconciliation paegd by aggregating separat
reconciliations for each national jurisdiction. Uedthis method, the effect

differences between the reporting entity’s own ddiméax rate and the domest
tax rate in other jurisdictions does not appear asseparate item in th
reconciliation. An entity may need to discuss tifiece of significant changes i
either tax rates, or the mix of profits earned iffefient jurisdictions, in order tg
explain changes in the applicable tax rate(s), euired by paragraph 81(d).

=)
=h

S5 Do

Accounting profit 2,500 3,000
Tax at the domestic rates applicable to profits in

the country concerned 700 750
Tax effect of expenses that are not deductible for

tax purposes 60 30
Tax expense 760 780
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The average effective tax rate is the tax expefscome) divided by the
accounting profit.

It would often be impracticable to compute theoant of unrecognised deferred
tax liabilities arising from investments in subsidés, branches and associates
and interests in joint ventures (see paragraph 3®Bherefore, this Standard
requires an entity to disclose the aggregate amoltite underlying temporary
differences but does not require disclosure of tederred tax liabilities.
Nevertheless, where practicable, entities are engedréo disclose the amounts
of the unrecognised deferred tax liabilities beedfirsancial statement users may
find such information useful.

Paragraph 82A requires an entity to disclosendiare of the potential income
tax consequences that would result from the paynwntdividends to its
shareholders. An entity discloses the importantufea of the income tax
systems and the factors that will affect the amamfnthe potential income tax
consequences of dividends.

It would sometimes not be practicable to comptie total amount of the
potential income tax consequences that would resalh the payment of
dividends to shareholders. This may be the cawsegxXample, where an entity
has a large number of foreign subsidiaries. Howeaxam in such circumstances,
some portions of the total amount may be easilgrd@nhable. For example, in a
consolidated group, a parent and some of its sisisigd may have paid income
taxes at a higher rate on undistributed profits hadaware of the amount that
would be refunded on the payment of future dividetmsshareholders from
consolidated retained earnings. In this case,réfahdable amount is disclosed.
If applicable, the entity also discloses that thare additional potential income
tax consequences not practicably determinablehdrparent’s separate financial
statements, if any, the disclosure of the poteimi@dme tax consequences relates
to the parent’s retained earnings.

An entity required to provide the disclosuresparagraph 82A may also be
required to provide disclosures related to tempodiiferences associated with
investments in subsidiaries, branches and assemati@terests in joint ventures.
In such cases, an entity considers this in deténgithe information to be
disclosed under paragraph 82A. For example, artyemtay be required to
disclose the aggregate amount of temporary differenassociated with
investments in subsidiaries for which no deferred liabilities have been
recognised (see paragraph 81(f)). If it is imficable to compute the amounts
of unrecognised deferred tax liabilities (see peaply 87) there may be amounts
of potential income tax consequences of divideratspnacticably determinable
related to these subsidiaries.

An entity discloses any tax-related contingeattilities and contingent assets in
accordance with NZ IAS 3Provisions, Contingent Liabilities and Contingent
Assets Contingent liabilities and contingent assets rmdge, for example, from
unresolved disputes with the taxation authoritignilarly, where changes in tax
rates or tax laws are enacted or announced afterethaating period, an entity
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discloses any significant effect of those changest® current and deferred tax
assets and liabilities (see NZ IAS EQents After the Reporting Period

Effective date

89

90-91

92

This Standard becomes operative for an entiigancial statements that cover
annual accounting periods beginning on or afteariudry 2007. Early adoption
of this Standard is permitted only when the entitynplies with NZ IFRS First-
time Adoption of New Zealand Equivalents to Inteomat! Financial Reporting
Standarddor an annual accounting period beginning on teraf January 2005.

[Paragraphs 90 and 91 are not reproducedey Téfer to previous IASB
pronouncements that are not relevant to this Stdrida

NZ IAS 1 (as revised in 2007) amended the terragplused throughout New
Zealand equivalents to IFRSs. In addition it aneehgaragraphs NZ 4.1, 23, 52,
58, 59, 60, 62, 63, 65, 68C, 77 and 81, deletechgraph 61 and added
paragraphs NZ 4.1A, 61A, 62A and 77A. An entity shafiplg those
amendments for annual periods beginning on or aftlemuary 2009. If an entity
applies NZ IAS 1 (revised 2007) for an earlier perittee amendments shall be
applied for that earlier period.

Qualifying Entities
NZ 92.1 TheOmnibus Amendmen{2008-1) amended paragraph NZ 4.1. A qualifying

entity shall apply the amendments for annual perlmeginning on or after 1
January 2009. Early application is permitteda tualifying entity applies the
amendments for an earlier period it shall discltbse fact.

93

94

95

98

Paragraph 68 shall be applied prospectively ftoeneffective date of NZ IFRS 3
(as revised in 2008) to the recognition of defetsdassets acquired in business
combinations.

Therefore, entities shall not adjust the acdagrfor prior business combinations
if tax benefits failed to satisfy the criteria feeparate recognition as of the
acquisition date and are recognised after the aitiqui date, unless the benefits
are recognised within the measurement period andtrgem new information
about facts and circumstances that existed at togigition date. Other tax
benefits recognised shall be recognised in prafilbes (or, if this Standard so
requires, outside profit or loss).

NZ IFRS 3 (as revised in 2008) amended paragr@thsind 67 and added
paragraphs 32A and 81(j) and (k). An entity shalllapgbose amendments for
annual periods beginning on or after 1 July 200@nl entity applies NZ IFRS 3
(revised 2008) for an earlier period, the amendmehall also be applied for that
earlier period.

Paragraph 52 was renumbered as 51A, paragraphdlfhe examples following
paragraph 51A were amended, and paragraphs 51B lahditd the following
example and paragraphs 51D, 51E and 99 were addedfbyred Tax: Recovery
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of Underlying Assetsissued in December 2010. An entity shall applys¢ho
amendments for annual periods beginning on or dftdanuary 2012. Earlier

application is permitted. If an entity applies tamendments for an earlier
period, it shall disclose that fact.

NZ 981. Harmonisation Amendmentissued in April 2011, deleted paragraph NZ 5.1 and
relocated paragraph NZ 8.1 to FRS-Bikéw Zealand Additional Disclosure
These amendments shall be applied for annual ieggoeriods beginning on g
after 1 July 2011. Early application is permittedf. an entity applies thes
amendments for an earlier period it shall discldsg fact and also apply th
relevant requirements of FRS-44 for the same period

@ D = WU

Withdrawal of NZ SIC-21

99 The amendments made Dgferred Tax: Recovery of Underlying Assétsued

in December 2010, supersede NZ SIC Interpretatiom@ime Taxes—Recovery
of Revalued Non-Depreciable Assets.
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