
MASB 25, INCOME TAXES 
 
MASB 25 prescribes the accounting treatment for income taxes. The principal issue in 
accounting for income taxes is how to account for the current and future tax consequences of (a) 
the future recovery (settlement) of the carrying amount of assets (liabilities) that are recognised 
in an enterpriseÃs balance sheet; and (b) transactions and other events of the current period that 
are recognised in an enterprise's financial statements. 
 
Highlights:  

 

 

1. MASB 25 prohibits the use of the deferral method and requires the use of the balance 
sheet liability method to account for deferred tax. 

 

 

2. The balance sheet liability method focuses on temporary differences which are differences 
between the tax base of an asset or liability and its carrying amount in the balance sheet. 
The tax base of an asset or liability is the amount attributed to that asset or liability for tax 
purposes. 

 

 

3. MASB 25 requires an enterprise to recognise a deferred tax liability or (subject to certain 
conditions) asset for all temporary differences except that the Standard prohibits the 
recognition of deferred tax liabilities and deferred tax assets arising from certain assets or 
liabilities whose carrying amount differs on initial recognition from their initial tax base. 

 

 

4. MASB 25 requires that deferred tax assets should be recognised when it is probable that 
taxable profits will be available against which the deferred tax asset can be utilised. 

 

 

5. An enterprise is required to recognise a deferred tax liability in respect of asset 
revaluations irrespective of managementÃs intention for the asset. 

 

 

6. MASB 25 prohibits discounting of deferred tax assets and liabilities. 
 

 

7. The relationship between tax expense and accounting profit should be explained in either 
or both of the following formats: 

    

(a) a numerical reconciliation between tax expense (income) and the product of 
accounting profit multiplied by the applicable tax rate(s); or 

  

(b) a numerical reconciliation between the average effective tax rate and the applicable 
tax rate. 

 

 

 

8. Other disclosures include: 
    

(a) the aggregate current and deferred tax relating to items that are charged or credited to 
equity; 

  

(b) tax expense(income) relating to extraordinary items recognised during the period; 
  



(c) in respect of each type of temporary difference, each type of unused tax losses and 
unused tax credits: 

  

  (i) the amount of deferred tax assets and liabilities recognised; and 
  

(ii) the amount of the deferred tax income or expense recognised in the income 
statement, if this is not apparent from the changes in the amounts recognised in 
the balance sheet. 

    
 

  

(d) in respect of discontinued operations, the tax expense relating to the gain or loss on 
discontinuance; and the profit or loss from the ordinary activities of the discontinued 
operation for the period, together with the corresponding amounts for each period 
presented. 
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