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3.13.1030 Changes in acquiree's deductible temporary differences, unused tax losses or

unused tax credits

3.13.1030.10 The accounting for subsequent changes in the recognition of acquired deferred tax assets

depends on:

e whether such changes occur during or after the end of the measurement period; and
e whether such changes result from new information about facts and circumstances that existed at

the date of acquisition, or from events that occur after the business combination.

3.13.1030.20 Measurement-period changes in the recognition of acquired deferred tax assets may result
from new information about facts and circumstances that existed at the date of acquisition. These changes
are generally recognised by adjusting the acquisition accounting retrospectively (see 2.6.1030). However,
recognition of such deferred tax assets during the measurement period may result in the carrying amount of
goodwill recognised in the business combination being reduced to zero. In this case, any remaining
deferred tax benefit is recognised in profit or loss (see 3.13.1000). [IAS 12.68(a)]

3.13.1030.30 Taxes recognised in the acquisition accounting may be adjusted due to events that occur after
the date of acquisition. In this case, subsequent recognition or derecognition of the acquiree's tax benefits
occurs separately from the acquisition accounting, even if the event occurs during the measurement period.

Such events might include:

! Insights into IFRS 11th Edition 2014/15, Chapter 3.13 Income Taxes


https://workspaces.amr.kworld.kpmg.com/aro/AROWeb/DocumentWindow.aspx?id=UN_IACGD_III_2_6_1030
https://workspaces.amr.kworld.kpmg.com/aro/AROWeb/DocumentWindow.aspx?id=UN_XLNUK_IASB14_IAS_12_BODY_para68
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«changes in enacted or substantively enacted tax laws; and

«changes in expected levels of future taxable income caused by events occurring subsequent to the date of
acquisition. [IAS 12.68(b)]

EXAMPLE 50 - MEASUREMENT AFTER ACQUISITION ACCOUNTING - ADJUSTMENT TO
ACQUIRED DEFERRED TAX ASSET AFTER DATE OF ACQUISITION

3.13.1030.40 Company P acquires Company S in a business combination. The following

facts are relevant for this example.

e At the date of acquisition, management of P concludes that full recognition is
appropriate for an acquired deferred tax asset.

e During the measurement period, S loses a significant customer. This event will
result in significantly less future taxable income than was estimated at the date of
acquisition.

e Asaresult, management of P concludes that recoverability of the acquired deferred
tax asset is not probable, and derecognises the deferred tax asset.

3.13.1030.50 Because the change is the result of an event that occurred subsequent to the
date of acquisition, in its consolidated financial statements P accounts for the derecognition
as an adjustment to income tax expense, instead of as an adjustment to the acquisition

accounting.
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