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ABSTRACT

A Study on Ways of Reconciling Corporate and Tax Accounting

Byung Cheol Cho
Department of Accounting
Graduate School of Business Administration

Cheju National University

Mentored by Professor Jong Kwon Ko

This study has been undertaken by investigating various references and
materials on issues pertinent to reconciling differences arising between
corporate and tax accounting. The purpose of corporate accounting is to
provide useful information to facilitate economic decision making based
upon reasonable judgments drawn by relevant person of corporates from
financial data about the company concerned in line with accounting
principles. On the converse, tax accounting has the purpose of
calculating taxed income and taxes due in accordance with calculation
rules for procuring budget for the state. Tax accounting, therefore, has
a secondary purpose of carrying out fiscal policies such as upholding
equity in allocating tax burden and allowing for tax exemptions for
nurturing specific industry development, other than fundamental purposes
it has.

Given that tax accounting performed results in deciding taxed income
by adjustments principled in tax laws based upon income appropriated in

terms of corporate accounting, the two separate accounting procedures
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need mutually beneficial reconciliation, requiring continued and consistent
studies.

In spite of such intimacy between, each accounting has differing
purpose and function. Ways that must be pursued in light of
differences between the two accounting may be summarized as follows.

First, under the fiscal taxation law, all types of deductions and
exemptions have the potential for favoring specific industries or
corporates. As they are issues of profits and loss for a certain term,
they must be either done away with or restricted.

Secondly, as difference in recognizing profits and loss in terms of
time is an issue that may be raised concerning periodic profits and loss,
it only matters as to when and at which point in time either profits or
loss is recognized. Because there is no substantial difference during the
business undertaking period, the net profits under corporate accounting
standards must be accommodated by tax law to synchronize the two.

Third, even the difference between understandings of capital may be
synchronized together with corporate accounting standards to help reduce
conflicts with fiscal cooperative expenditures.

Finally, temporary difference may be one type of the largest
differences to summarize the whole. In this respect, either the National
Tax Agency or the Ministry of Finance and Economy needs to
courageously accommodate corporate accounting to reconcile the two, if
the resulting effects are proven minimal against taxes due in
consideration of cumulative effects developed over the year.

In conclusion, together with sufficient understanding of the accounting
environment in Korea, and determining based upon accounting practices

under both, we are faced with the reality issue that Koreas corporate
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accounting is yet to mature and develop in comparison with tax
accounting. Therefore, unlike a single view comparison, much effort is
required for researching and developing corporate accounting as in other
nations for the development of the corporate accounting. Rather than
pursuing a forced synchronization of the two as that under the current
regulations, the authorities would need to undertake expert research to
identify the benefits and loss of the corporate and tax accounting to
develop standards of precision. Meanwhile, research and development of
the synchronization of the two accounting would need to continue,

however.
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