



                          POINTS RELATED TO AS 22 :


           Income tax is an expense like any other expenses.  
                                      


        Tax Expenses for the period is to be recognized consists of
	


Current Tax                                        Deferred Tax

   
So, we can say that ,
 (
           Tax Expenses = Current tax + Deferred Tax
)

	

 (
Deferred tax 
       
Is
 the effect 
      
of
  
  
 Timing Difference
) (
Current tax is the amount
 of income tax 
payable in
 respect of taxable income
 (loss) for a period.
)





	









                                                 TAX RATE

 (
Deferred Tax is measured using the tax rates and tax laws that have been enacted or substantially enacted  by the Balance Sheet
 date
)
 (
Current Tax 
is to be 
measured 
using the
 rates and 
tax laws
 those are applicable
)










           There are two type of differences, which are as under :

1. Timing Difference
2. Permanent Difference

· Now, Timing Difference means which originates in one period and capable of reversal in next year or subsequent year.
· And, Permanent Difference means which originate in one period and not capable of reversal in next year or any subsequent year.
· Now due to Timing Difference, Deferred Tax Assets or Deferred Tax Liabilities arises.
· Deferred Tax is the Effect of ONLY TIMING DIFFERENCE



· There are followings which shows “How to Determine whether timing difference creates DTA or DTL.
		
· If taxable income is less then create Deferred Tax Liabilites
· If taxable income is more then create Deferred Tax Asset



	
	


BASE FOR DETERMINING DTA OR DTL


1. IF DUE TO DIFFERENCE, TAXABLE INCOME REDUCES, CREATE DEFERRED TAX LIABILITES
2. IF DUE TO DIFFERENCE TAXABLE INCOME INCREASES, CREATE DIFFERED TAX ASSETS.

Examples:

Depreciation as per books 		Rs.300000
Depreciation as per tax		Rs.350000

So, now if we compare both above then we can say that taxable income will be less, hence create a Deferred Tax Liabilites. 

Now Reverse the above case :

Depreciation as Tax			Rs.300000
Depreciation as per Books		Rs.350000

So, in this case we can say that taxable income will be more, hence we need to create Deferred Tax Asset.

Certain examples cited below:

	Particulars
	Effect DTA or DTL

	Disallowance u/s 43B of Income Tax
	DTA will arises

	Prepaid Expenses
	DTL Will arises

	Warranty Liability
	DTA will arises

	Dep. inexcess of Account (Books)
	DTL will arises

	Dep. inexcess of Tax Calculation 
	DTA will arises

	Provision for Doubtful Debts
	DTA will arises

	Deferred Revenue Expenditure
	DTL will arises

	Donation Given To Private Trust
	NO DTA Or DTL as it is a permanent Diff.



· DTA / DTL should be measured for all timing difference
· DTA should be recognized only to the extent it is reasonably certain that there will be sufficient Future income to recover such DTA.
· One point should be kept in mind that DTA/DTL should never be discounted
· AS 22 does not cover “Tax on Distribution of Dividend u/s 115O to115Q.
· In case of companies which are following under Provision of MAT (Sec.115JB), their current tax is equals to “tax as per provision of Income Tax”

· DTA/DTL should be measured in case of MAT applicable companies at Regular Tax Rates and not at MAT Rates.
· DTA/ DTL should be reviewed at each balance sheet date.
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