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SYNOPSIS

 most  to understand. Sometimes, you may feel 

accrued 
 

laws, accounting income 
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Particulars Tax Records
1,00,000 1,00,000

Depreciation 10,000 20,000
WDV 90,000

Tax Base
As per AS-22  10,000 (

reversed over (i.e., 

records it means 

As per Ind AS-12

 10,000. 

The carrying amount of the asset is  90,000 means the entity gets probable future 
 90,000 

 10,000 (
 10,000 

 

(i.e., 
more likely than not) and it can be measured reliably.

2. PRINCIPLE OF ACCOUNTING FOR DEFERRED TAX (READ CAREFULLY)

 

certain limited exceptions .

Example 1

value of or sale. 
tax base  2,00,000.

of  60,000.
As it is a liability it will be credited. What about the debit?
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In the given case, as revaluation gain of  60,000 should 

(  60,000). 

, which 

entity.
 are , especially one levied by some countries on interest or dividends 

paid to a person resident outside that country).
 2 This Standard does not deal with the methods of accounting for government grants (Refer

does deal

4. DEFINITIONS

before

 is the total of  and deferred tax 

5. RECOGNITION OF CURRENT TAX LIABILITIES AND ASSETS

 
 extent unpaid
  If the amount already paid  i.e., provision for tax

for those periods, the excess shall be recognised as .

When Advance Tax is paid

When Expense is recognised

When Current Tax Asset and Liability are adjusted against each other
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back . This 

can be reliably measured.

6. DEFERRED TAX

 
XXX

Less
(Book value as per tax books)

XX

XXX
Remember this

)

 of an asset or liability
in simple words - It is an asset or liability balance as per tax records.

TAX BASE OF AN ASSET

Revenue generated by using the machine (asset) i.e., using the machine entity can produce goods / 

 deductible for tax purposes against 

will not be taxable, the tax base of the asset is .
 

The amount deductible 
from taxable economic 

benefits flow to the entity 

If the economic benefits are 

NOT Taxable 

Tax Base = Carrying amount 

Taxable 
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deductible for tax purposes

 
1,000, this is allowed for 

Example 2
 100. For tax purposes, depreciation of 

prior periods and the , either as depreciation or through 

Answer

Example 3

Answer
 

Example 4
 100 and such interest is . 

asset.
Answer

Example 5

Answer

Recovery of the asset implies either 
consumption or sale of inventory. 

are not taxable, the .

Example 6

Answer

receivable is 
Example 7
When a trade receivable of 
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Answer

asset =  120.
Example 8

 1,000 as per books. It creates a provision for doubtful debts for an amount 
of 
Answer
The carrying amount of the asset in the books is 

 1,000.
Explanation:

receipt of cash from customer. 
Example 9

Assume

Answer

Example 10

Answer

the loan is  100.
Example 11

asset 
Answer
In case of asset carried at fair value and fair value is not allowed  

less
depreciation allowed.

 (b) In case of asset carried at fair value and fair value is allowed

 (c) In case of  carried at fair value when fair value 

indexed cost of acquisition wherever allowed.

Tax Base of a liability
less

of that liability in future periods. 
In the case of 
less
 Tax base of a liability is studied in two parts 

Liability for revenue received in advance 

Carrying amount   XXX 
Less:Revenue that is NOT  
taxable in future    XX 
The tax base of a liability  XXX 
 

Carrying amount    XXX 
Less:Any amount deductible for  
tax purposes in future periods   XX 
The tax base of a liability   XXX 
In simple terms: 
Carrying amount (CA) – Deductible amount in 
future

Other Liabilities 
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Example 12
Rent received in advance 

Answer

 10,000 = 0
If the rent receipt is taxable on accrual basis

 10,000 
Example 13

 2,00,000. This is shown as a liability in books of the 

Answer

 2,00,000

Example 14

Answer

Carrying amount less  Nil.
, since it is recognised on accrual basis in accounting and is allowed as a deduction in income- 

 2,00,000.
Example 15

Answer

Example 16

Answer

 10,000.


