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The author is not engaged by this text or any accompanying lecture or electronic media in the rendering of 

legal, tax, accounting, or similar professional services. While the legal, tax, and accounting issues discussed 

in this material have been reviewed with sources believed to be reliable, concepts discussed can be 

affected by changes in the law or in the interpretation of such laws since this text was printed. For that 

reason, the accuracy and completeness of this information and the author's opinions based thereon cannot 

be guaranteed. In addition, state or local tax laws and procedural rules may have a material impact on the 

general discussion. As a result, the strategies suggested may not be suitable for every individual. Before 

taking any action, all references and citations should be checked and updated accordingly. 

This publication is designed to provide accurate and authoritative information in regard to the subject 

matter covered. It is sold with the understanding that the publisher is not engaged in rendering legal, 

accounting, or other professional service. If legal advice or other expert advice is required, the services of a 

competent professional person should be sought. 

—-From a Declaration of Principles jointly adopted by a committee of the American Bar Association and a 

Committee of Publishers and Associations. 

 

All numerical values in this course are examples subject to change.  The current values may vary and may 

not be valid in the present economic environment. 
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Course Description 

Corporations must file income tax return following the guidelines developed by the IRS.  Since GAAP and 

tax regulations differ in a number of ways, so frequently do pretax financial income and taxable income. In 

consequence, the amount that a company reports as tax expense will differ from the amount of taxes 

payable to the IRS.  This course covers the basic guidelines that companies must follow in reporting income 

taxes and the disclosure requirement associated with deferred taxes, reviewing some of the concepts and 

items discussed in ASC 740, Income Taxes. 

 

 

Field of Study Accounting 

Level of Knowledge Basic to Intermediate 

Prerequisite Basic Accounting 

Advanced Preparation None 

  

 

 

 

 

 

 

 

 



1 

 

Table of Contents 
Accounting for Income Taxes ............................................................................................................................ 1 

Learning Objectives: ...................................................................................................................................... 1 

Temporary Differences ................................................................................................................................. 2 

Deferred Tax Liability ................................................................................................................................ 5 

Deferred Tax Asset .................................................................................................................................... 9 

Permanent Differences ............................................................................................................................... 17 

Intraperiod Tax Allocation ........................................................................................................................... 18 

Balance Sheet Presentation ........................................................................................................................ 20 

Income Statement Presentation ................................................................................................................. 20 

Review Questions ........................................................................................................................................ 22 

Loss Carrybacks ........................................................................................................................................... 25 

Loss Carryforwards ...................................................................................................................................... 26 

Tax Rates ..................................................................................................................................................... 27 

Multiple Tax Jurisdictions ............................................................................................................................ 30 

Tax Credits ................................................................................................................................................... 31 

Tax Status Changes...................................................................................................................................... 31 

Business Investments .................................................................................................................................. 31 

Business Combinations ............................................................................................................................... 32 

Separate Financial Statements of a Subsidiary ........................................................................................... 35 

Leases .......................................................................................................................................................... 37 

Convertible Debt ......................................................................................................................................... 37 

Quasi-Reorganization .................................................................................................................................. 37 

Review Questions ........................................................................................................................................ 38 



2 

 

Disclosures .................................................................................................................................................. 40 

Indefinite Reversal ...................................................................................................................................... 41 

Comprehensive Example ............................................................................................................................. 43 

Other Issues................................................................................................................................................. 45 

Dividends on Restricted Stock and Options ............................................................................................ 45 

Employee Stock Ownership Plans (ESOPs) .............................................................................................. 46 

Jobs Act ................................................................................................................................................... 46 

Health Care Act ....................................................................................................................................... 47 

Property Taxes ........................................................................................................................................ 47 

Glossary ....................................................................................................................................................... 50 

Review Questions ........................................................................................................................................ 52 

More Annual Report References................................................................................................................. 55 

Review Question Answers ............................................................................................................................... 92 

 

 

 

mariolisa
Typewritten Text
Per the publisher's request, the full file is available after purchase.




