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The matter of permanent differences is rather easy to deal

with because the prevailing accounting treatement is to ig-

nor such differences even thoug they are isolated.("™"’
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If the difference is one of timing, the presumption is that it

will necessarily reverse in some later period, and in the ab-

sence of a rate change, the total amount of taxes is as-

sumed to be the some over an extended period of time but

not in the period - to - period reporting. Thus some alloca-

tion is considered necessary tor the appropriate matching

of revenue and expense. ™V
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Since the primary objective of a business is the earning of
profit, the incom tax attaching to that profit is a legitimate
expense of the business and should be treated in the sam

manner as all other business exvenses(i \)
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Appropriate disclosure would require an explanation of the
basis for determining the amount of reversals of prepaid and

deferred taxes. This would provide feedback that would aid

in distinguishing the conditions for temporary and prema-

nent tax differences-*"?
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