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A Study on the Balance Sheet Liability
Approach of Accounting for Income Taxes

WANG Xia

(School of Accountancy , Shanghai University of Finance and Economics , Shanghai 200433 ,China)

Abstract: It is neither easy nor necessary for tax law and financial accounting to reach
complete uniformity owing to their differnet respective purposes. However, this paper,form an
accounting perspective,analyzes the underlying theory on balance sheet liability approach of ac-
counting for income taxes, the temporary differences and recognizing, measuring, reporting of
deferred tax according to requirement of International Financial Reporting Standards No. 12.
The author holds that the fact China is a participant in the World Trade Organizations and in
the world capital markets,convergence of national accounting standards and International Ac-
counting Standards is an essential prerequisite to provide comparable and high quality account-
ing information for the State Accounting Standards and International Finacial Reporting Stand-
ards to reach uniformity. Finally,judged from the way of dual presentations of the temporary differ-
ences and deferred tax adopting balance sheet liability approach in financial statement,it enables users
of financial statements to easilty acquire information about effects of the temporary differences on an
enterprise’s short-term of long-term financial positions and cash flows.

Key words: taxable temporary differences; deductible temporary differences;deferred tax
asset;deferred tax liability
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