Om ganeshaya namaha :

Computerised Approach to Deferred Taxation

Accounting Standard 22 on Deferred Taxation makes it mandatory to disclose in financial

statements the tax impact of the difference in value of assets between accounting and tax 

records. The author proposes a simple but very effective and accurate computerized 

approach to Deferred  Taxation.

Why computerized Approach?:At the eve of finalisation, auditors are faced with 

calculation of Deferred Taxation as the concept is new to clients and they may make a 

mistake in the calculation aspect or the accounting aspect. Further, any change in the 

Fixed Assets Schedule will result in change in the value of Depreciation as per 

Companies Act with corresponding changes in the Deferred Tax Assets or Liability and a 

consequent change in the Balance Sheet which, if not properly monitored, will result in 

Difference in the two sides. To prevent such an occurrence it is better to link depreciation 

with Deferred Taxation Schedule as explained hereunder.

How to go about it?: This procedure has been explained in 5 steps as given below:

Step 1: Take a blank worksheet in MS Excel or in Lotus-123.

Step 2: Fill in the formulae as detailed below.

Step 3: Fill in imaginary figures for Depreciation as per Companies Act and I.Tax Act.

Step 4: The figures for Deferred Taxation Asset or Liability will be calculated by itself.

Step 5: Link the Deferred Taxation Schedule with F.Asset Schedule & Tax Computation.

	Cell A5
	Deferred Taxation Calculation
	
	Cell E5

	
	
	
	
	

	Depreciation as per Companies Act:
	25000
	
	
	

	
	
	
	
	

	Depreciation as per Income Tax Act:
	18000
	
	
	

	
	
	
	
	

	Particulars
	Opening
	Charge/(Credit) to P/L
	Closing
	

	
	
	
	
	

	Deferred Tax Liability
	3683
	0
	3683
	

	
	
	
	
	

	
	
	
	
	

	Total (A):
	3683
	0
	3683
	

	
	
	
	
	

	Deferred Tax Asset
	
	2356
	2356
	

	
	
	
	
	

	Total (B):
	0
	2356
	2356
	

	
	
	
	
	

	Total (A-B):
	3683
	-2356
	1327
	

	
	
	If negative, credit P/L
	If negative, DTA

	
	
	
	
	

	Cell A25
	
	If positive, debit P/L
	If positive, DTL
	Cell E25


Om ganeshaya namaha :

The formulae in the different cells are given below:

C13: =IF(B7-B9<0,(B9-B7)*0.3366,0) 

C18: =IF(B7-B9>0,(B7-B9)*0.3366,0)

C16: +C13

C20: +C18

C22: +C16-C20

B16: +B13

B22: +B16-B20

D13: +B13+C13

D16: +B16+C16

D18: +B18+C18

D20: +B20+C20

D22: +B22+C22

Now all that is left is to put imaginary figures of Depreciation as per Companies Act and 

Income Tax Act and the Opening Balances of Deferred Tax Assets and Liability and 

watch the results in seconds.

For our purpose, we have used the following figures:

Opening DTL (B13) : 3683

Opening DTA (B18) :      0

Depreciation as per companies Act: 25000

Depreciation as per Income Tax Act: 18000

We can now change these figures arbitrarily and watch the results immediately.

Happy Undeferred Tallied Balance Sheet.

