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The Effect of Adoption of K -IFRS on

Deferred Taxes

*

Yong Eon Cho* - Jeong Ran Lee*

{Abstract>

This study examines effect of adoption of K—IFRS on deferred taxes derived from assets,
liabilities and capital accounts in financial statements and explores themes of future study. The
findings are as follows.

The revision to highly(50%) in meaning of 'probable’ and introduction of fair value in asset
valuation may increase the amount and volatility of deferred tax asset and liability. Especially, these
effects occur in tangible and intangible assets, investment property, and financial instruments. As
result of these, it is necessary to be careful to compare and interpret financial ratio, asset size, and
firm value before and after the adoption of K—IFRS.

Because K—IFRS allows an entity to choose either the cost model or the revaluation model, this
may make differences in recognition of deferred tax not only among entities chosen the revaluation
model but also between the chosen and the not chosen, impair the comparability of accounting
information, and confuse investors and creditors to evaluate a firm value.

K—IFRS states to recognize and measure an impairment loss of all of assets. This may increase
amount of recognition of deferred tax compared with current standards. On the other hand, burden
of information output cost causes an entity to avoid to recognize deferred tax originated from asset
Impairments.

K—IFRS allows not amortization of goodwill but its impairment, and does not allow recognition
of negative goodwill in financial statements. This affects recognition of deferred tax.

And researchers have to pay attention to these findings because previous studies show that
deferred tax is related to the firm value and earnings management, measurement by fair value, etc.
And they also need to study methods to improve audit quality and to train and educate practitional

accountants effectively and efficiently.

<Key words> Deferred Tax, K—IFRS, Fair Value, Firm Value, Earnings Management
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