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A 713
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oS3t Aol Au) g Ao EHo] glonz AN AYHo|H.
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Aoz QAAstn, vihe] AAAF 100% FAAHo] otd FHAXL
BRo P HE3IFE AR AFAR] BAY 7 A
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A4S oln] g AFAEE Aol 3y, 4¥d vFd= FUH,
B §S A £AZ2 AAANESE HFHoR nAAES F9 |99d
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el Q7S5 e AU WA E BANEYL AR EL WA
ol TR oo WiF o]AYAAHNE ANIFEEF 873= wIA
oA L 23] Agtd AT Aoz AXY F UAEE A

olg} & ML APB Opinion No.11¢9] dA|H Zold o H7t
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AFH, AFAY(tax planning)°l ANAA o|FHL AAIF Aole] Hb
237 QA deyeER 589 FAAE H7| dE o AFAH S
uj7l gAey, AARAHE AA AAH Fole vt E I}y YEY
=& FAsA &3 71gel fEd ARAA &5 B YT
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1. 7137 vl

3 Ao} Aol zolrt 93t v §of AYA7|9 FELE <
e BAE o YAMuEAZALo|YE VFeE JUAHEE 7=
stalm 71713 wjEo] "ttt F, 3719 HAHxSo|X T 27| o] ¥ 9
AAEHoZ QAQAHE 454 dig YAME ojdeo] Hadti, ¥z
371e] ARHoZ 7] olFd M o] BV HAAMM|EL=E
A4 K7 AYH.

durd oz WM 7171 wiEe] BRI HorE O AFFEHL=
M AE EFHUAAWL AARIANANE oAAZ A, @ F7ldd=
AAEHoZ 7|2y HRERoZE Arjd BaHE $£9, Q@ AF
At = 25U AR DANAE o]AAZ oY, @ &YA LA A
= FAE vgoly A7 MFEHoZ &5 F U= H[ 89 Y
7 BEj7E AAIE I T8

i

18) FASB Satements of Financial Accounting Standards No.109. "Accounting for
Income Taxer,” February 1992, par.36.
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ol = Agsielg 7HA .

=5 HAMZEL A4 R Rale Huld oA FHE =
7} 2o AT AAA HHE A& F ook .

ol A7zt e] RE YA A ool xBHoZ HEY AL ot
U grjae)de HAF BAE HIFAE FHE GAFH Aojrt
AeE=ste] o BEH J)eEs T2 e s FEEHD

1) B2 7] |

REA 7L ojd dAxe HAAE S FHAx Ik H
B ol Aolojol sttt AASe] oo Ty FAF F¥E VA
vl A @7)zhe] @A nuE A zold] disAT VIWMEE S W
o] t}.21)

BEA J7HERE AR s Ao AAFE AR £, Z
9 ¢lZel WA B AA AHE wPss RolA A¥H= v|ASTH
o Ao} o] oA AA AFE AHold, AFY FYXAE BHAT

AL AFsE Aol opg: Aol

19) Ibid., p.433.
20) AICPA, APB Opinion No.11, op. cit., par.25.
21) D. E. Kieso & J. J. Weygandt, Intermediate Accounting, Third Edition, John

Wiely & Sons Inc., 1980, p.839.

_21_



gebd A AAZ AFte FALY FUFE Aolg HATNFE
Ak 7R a, e B8 AL 7 drvig PFHoz LA
3l7] &l 71 EE A FuEE JAEYd S FA B A
o] t} 22)

2 o] Wl 13 2 EAFL uEH Holo #wdd o AR
Aol BEg mul olgt WAFe] ojys] wFe] APB Opinion
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IgHoz 77 EY AL 278 B
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Z Fod obE WAMH| LS A Aol ¥ YFL AX
21 T}.25)

wpebd EZF 7R ¥ YAAu L £93} v Lo LY

——

22) &, “HAAS A A} |7, AASAA AT, WA I, 1977, p8.
23) AICPA, APB Opinion No.11, op. cit. par.34.

24) Ibid., par.29.

25) &9+, op. cit, p8
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=3 31t}

XA wjRe AL AFAYeE TAY o5& HAAMu LS FA
st 71749 QA EoF @cl=d glen2n ¥ EA wjEo] AAFHE 23|
= 933 25®

AHA, FAAHA AAAE nAHEHY] Boes ¥MEHA Aot

E4, A2 AAR AAZ nAHo|ZGA iyt WAHZEY
o] FAEE= 18 AR Qo] FUAANE (revolving account conc-
ept)el 9 &A A2 QAHE AR FUdF =22 3AE FHAALH
= A4 = ojop §Hr}.30)

A, MEazdsr nR@Felg ¥Xr aRE WA= HEGH
gs A&Hoz 42dsnE JFAgNY FFAHE E 5 8oy, &
A% Holgly o]l& EF FAHAE ¢dEH3D

Mol ATE pole) B Ao 293le £AFHE Zolu, I
zpo] WA fo] o|HAIAES] zo]& FAZITG o O £ AMES F
Q13 AL oyt wElA 7|9 HAR Add B A AAY
= Wz Ao 4.

A M AT wiEHSel ] v]Fel AICPAdA = X883 uiiol

26) D. E. Kieso and J. J. Weygandt, op. cit., p.908.

27) S. Davidson, C. P. Stickney, & R. L. Well Intermidate Accounting, 3er ed., The
Dryder Press, 1986, p.20.

28) FcfIF, “YAMZ I E 3 ARARS] fFEAdo B8 AFH A7, FUU S
&, AL e Y] =&, 1989, p.ll.

29) H. A. Black, op. cit,, pp.64-72.

30) Ibid., p.71.

31) AICPA, APB Opinion No.11, op. cit., par.67.
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2 wE A 2o il FEA wjRHES JAL wES A &
3, ¥23 g 2Pe 7R vEL sok e HAA FAE Aot
glom, 3 REFH P AFAEe vE, X 83 J|0uHE
He BAFo A UG,

2. HAAM 7| & T =4

1) WAz Ee) BHE

HAA 7R EAGNA ol FALE AAH Ao A
o AH WAMAL JrEz wEste HAAN) B R =
oz WAMYIMES AAGE A wosts At APty
} 3)

A7 RS A GE AsE Ao ofstel A2 WAA
0§34 A LS olshe] A2 PAAHEL ANZ GE B
Aag Aojolng olg JIEE wRsE Aol TAAYE AARYHY

e

32) Ibid., par.34.
33) IASC, IAS No.12, op. cit., par.43.
34) Institute of Chartered Accountants in England and Wales(ICAEW), Statement of

Standard Accounting Practice(SSAP)No.15, "Accounting for Deferred Taxation,”

35 ¥ A, AAA, pp.22-28.
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ATA(V] 23] A A} 2])9] 3] AAE}AA 9 Y3 (Committee on Accounting
Procedure : CAP)7} 1944\ d0¢] 2R F 3 Al A+ FH.(Accounting Resea-
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g & o= Aol

wela] FAA e RS & A 7] GG e HAA Aloldd=
AHAA #Ho] gloy Hi EFE Y3 HUAZ|ejEe] ER3r.
T3 AJAE 7| EFoZH o] IS N & o midy
o] §F3E ZAJNE 28 & & Yo

36) H. A. Black, "Interperiod Allocation of Corporrate Income Taxes”, ARS No.9.
New York; AICPA, 1966, p.5.

37) AAA, Accounting and Reporting Standards for Corporate Financial Statements
and Preceding Statements and Supplements, 1957, p.S.

38) W. J. Grahm, " Allocating of Income Taxer”, The Journal of Accountancy
Review, January, 1999, pp.14-15.

39) T. F. Keller, "Interperiod Tax Allocation,”"Readings in Accounting Theory,
Hong-Rung Science Publishing Co., 1977, p.302.

40) M. Moonitz, "The Changing Concept of Liabilities,” Jouural of Accounting
Research, May, 1989, p.45.
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ABSTRACT

An Empirical Study on Corporate Income Tax Allocation
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[ . Introduction

The objective of financial accounting 1s to provide users of
financial statements with useful information that will help them make
many economic decisions. To fulfill such objective, accounting
information should be settled by the generally accepted accounting
principle. However the objective of tax accounting is to maintain the
equity of tax charge.

While many industnalized countries use interperiod income tax
allocation - a system of accounting whereby the tax effects of
temporary differences are reflected in the financial statements as a
means of reconciling the differences between financial and taxable
income that will later offset, the generally accepted accounting
principle in Korea had not permitted such an accounting method until
a recent amendment of Korean financial accounting standards.

That 1s, the traditional accounting of tax expenses in Korea had

ignored the concept of matching costs with revenues. Consequently,



the profit information offered by companies seems to be less useful.
The study of interperiod income tax allocation in previous literature
has confirmed the necessity of the accounting for i1ncome taxX

allocation because of the limitations of the traditional financial

statements.
The purpose of this thesis 1s to analyze the effect of differences

hetween taxable income and accounting income before income taxes
in accordance with firm size, and to introduce the accounting for
income tax allocation in order to enhance the usefulness of the
accounting information.

The thesis consists of researching the related accounting literatures
and tax law concerning income tax allocation, and also analyzing

empirical cases of last audit reports and tax reports of 30 sample

companies.

1. Theoretical Background
Under several Opnions of the Accounting Principle Board,

companies that have temporary differences are required to include the
tax effects of the items in income tax expense in the same period 1n
which the item affect pretax accounting income.This procedure 1is

called interperiod tax allocation.
In the United States the corporate income tax allocation system

was implemented by APB Opinion No.11(1967) and revised by FASB
statement N0.96 (1987).

The two important problems in income tax allocation theory are



the methods of allocation and the treatment of the loss carryback or
loss carryforward. Without income tax allocation, income presentation
in the income statement gives an unrealistic view of the company s
activities, and is misleading information users.

The income tax effects of temporary differences are included in the
income tax expense in the income statement and in the deferred
income tax balances in the balance sheet. Income tax effect
accounting methods are used in a number of countries in accounting

or taxes on income. Those in common use are described as the
deferred method, the liability method and the net of tax method.

Income tax allocation theory is concerned with reason of the
differences between financial accounting and tax accounting. The
purposes,principles,procedures of measuring taxable income and
income before income taxes are not the same and the differences are
probably inevitable. There are two types of differences for the
purpose of accounting recognition:temporary differences & permanant
differences.

Information on the nature and amount of these temporary
differences is often considered to be useful to the users of financial

statements. However the method of reflecting the effect of temporary
differences are different. Sometimes the information is included in
notes to the financial ststements. In other cases, the effect of these

differences is reflected by the application of the tax effect accounting
methods.



. Research Methods

In this paper paired comparision t-test is selected to test the
differential effect of interperiod tax allocation in accordance with 2
firm size(small & medium companies and large companies)

The analysis period is 1995 tax year and selected each 30

companies in Korea to research the differential effect of the

accounting information adapted income tax allocation theory.

IV. Research Results

I selected 30 companies for each of two different 2 firm sizes(small
& mediuny companies and large companies in Korea) to research the
differential effect of the accounting information adapted income tax
allocation theory.

This study is to verify the fact that the differential effect In
accordance with firm size of the accounting information adapted
interperiod tax allocation theory comes out through analyzing some
empirical data.

The empirical analysis was made with the audit and tax data
collected from the companies. As the result of the case study, I
acknowledged that differential effect exist in accordance with firm
si1ze.

I measured the criminent effects in accordance with firm size on
net profit.earmning per share, an effective corporate income tax rates

of the information adapted income tax allocation theory.



V. Conclusion

It is shown that the differential effect of interperiod tax allocation
in accordance with firm sizes. Therefore 1 suggest that the target
companies of interperiod tax allocation should be small & medium
companies in the case of deferred tax debit account and large
companies in the case of deferred tax credit account.

The financial statements lacked of tax allocation would is to omit

on important accounting information. As a resultthe interest group
might make wrong economic decisions. Financial reports should
include reconciliation of accounting income and taxable income.

In conclusion, I think that business accounting should be separated
from tax accounting, the standards of interpreting income tax law
should be made, a recognition and study on income tax allocation

accounting should be increased.
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