"Double-Entry" Journal – Income Taxes 

For Instructions see the Double entry Journal for Bond
Intra – Period Tax Allocation
What is the objective of financial reporting? 

A. From the point of view of the accounting establishment or the users of financial statements

B. From the point of view of the firm

On which statement do you find the term 

Taxable income

Income before income taxes

Tax expense
What is meant by Intra-period tax allocation?
Work: 16-31
Inter-period Tax Allocation
This is governed by which accounting standard?

What is meant by the asset/liability method?  What effect does this method have on accounting for income taxes?  Who cares? 

Explain what is meant by interperiod tax allocation.  Explain the reason for this requirement.

What is the objective of income tax legislation (in general, not specific items).  

A. From the point of view of the government/state

B. From the point of view of the tax payer

Permanent Differences compared to Timing Differences 

Explain the difference between the two and provide some examples.  If the firm has a permanent difference between financial reporting and taxable income, what needs to be done?  Give an example.

Work: E16-12
If the firm has a temporary difference between financial reporting and taxable income, what needs to be done?  Give an example.

Explain the role of “enacted future tax rates” in the determination of tax expense.

Explain the terms “future taxable amount” and “future deductible amount”

What is a deferred tax liability?  Is it a “real” liability? Explain how it arises and what accounting issues are involved.

Work: E 16-13, 20, P 16- 4, 6, 8

What is a deferred tax asset?  Is it a “real” asset? Explain how it arises and what accounting issues are involved.

Is the accounting treatment for deferred tax assets the same as for deferred tax liabilities?  If not, explain carefully the difference.

What is meant by a “valuation allowance”?  Explain its purpose and how it is determined. 

Work: P 16-11, C 16- 11
III. Accounting for Losses

What effect do losses have on income taxes; on reported net income?  Explain carefully

Loss Carry Back and Loss Carry Forward
Explain the terms above.  What causes them?  How are they accounted for?  Are there any differences in the rules governing the accounting for loss carry backs and loss carry forwards? Explain the reason for any possible differences. 

Work:  E 16-21, 23, 30, 31; P 16- 10
