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Kpmg Income Tax
Accounting Guide

Introduction: Navigating the
Complexities of Income Tax
Accounting

In the realm of corporate financial reporting, few
areas present as many challenges as income tax
accounting.  The  interplay  between  financial
accounting  standards  and  tax  regulations
requires  a  nuanced  understanding  of  both
disciplines.  For  finance  professionals,  auditors,
and tax practitioners, having a reliable reference
is  not  a  luxury—it  is  a  necessity.  The  KPMG
Income Tax Accounting Guide  stands out as
one of the most authoritative resources in this
field. Developed by KPMG’s global network of tax
specialists,  this  guide  provides  detailed
interpretations of accounting standards, practical
examples, and insights into the latest regulatory
changes.  Whether  you  are  preparing  a  tax
provision  under  ASC  740  or  navigating
international  tax  reforms,  understanding  the
depth of this guide can significantly enhance your



accuracy and efficiency. This article explores the
structure, key topics, and practical applications
of  the  KPMG  Income  Tax  Accounting  Guide,
offering  a  comprehensive  overview  for
professionals  seeking  to  master  income  tax
accounting.

Overview of the KPMG
Income Tax Accounting Guide

What Is the KPMG Income Tax
Accounting Guide?

The KPMG Income Tax Accounting Guide is a
detailed publication that explains the accounting
for income taxes under U.S. GAAP (primarily ASC
740) and,  where relevant,  IFRS (IAS 12).  It  is
designed  to  help  accountants,  auditors,  and
corporate  tax  teams  understand  the  principles
governing  deferred  tax  assets  and  liabilities,
uncertain tax positions, valuation allowances, and
intraperiod tax allocation. The guide is updated
regu la r l y  t o  r e f l e c t  new  s tandards ,
interpretations, and emerging practice issues. It
is  available in print  and digital  formats and is
often used as a training tool within KPMG and by
external professionals. Unlike generic textbooks,
this  guide  incorporates  KPMG’s  collective
experience  from  thousands  of  engagements,
making  it  a  practical,  real-world  resource.
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Why It Matters for Financial
Reporting

Income  tax  accounting  directly  impacts  a
company’s  financial  statements.  Errors  in
calculating  tax  provisions  can lead to  material
misstatements,  restatements,  and  regulatory
scrutiny.  The  KPMG  Income  Tax  Accounting
Guide helps professionals avoid common pitfalls
by  clarifying  complex  rules  such  as  the
recognition  of  deferred  taxes  for  temporary
differences, the measurement of tax bases, and
the  application  of  the  “more  likely  than  not”
threshold for uncertain positions. For companies
that  operate  across  multiple  jurisdictions,  the
guide  also  addresses  complexities  arising  from
tax  rate  changes,  business  combinations,  and
intercompany  transactions.  By  relying  on  this
authoritative  source,  practitioners  can  ensure
that  their  tax  accounting  aligns  with  both
professional  standards  and  regulatory
expectations.

Key Sections of the KPMG
Income Tax Accounting Guide

ASC 740 Fundamentals

The guide dedicates significant space to the core
principles  of  ASC  740,  the  U.S.  standard  for



income taxes. It explains the asset and liability
method,  which  requires  entities  to  recognize
deferred tax assets and liabilities for the future
tax consequences of events already recognized in
the financial statements. Key topics include:

The difference between current and
deferred tax expense.
Identifying temporary differences
(deductible and taxable).
Computing deferred tax assets and
liabilities using enacted tax rates.
Considering the effect of tax law changes on
deferred balances.

The  guide  provides  step-by-step  walkthroughs
and  illustrative  examples  that  demystify  these
concepts, making them accessible even for those
new to tax accounting. It also addresses common
implementation issues, such as the accounting for
net  operating  losses  (NOLs)  and  tax  credit
carryforwards.

Temporary and Permanent
Differences

One of the most critical distinctions in income tax
accounting is between temporary and permanent
d i f fe rences .  The  KPMG  Income  Tax
Accounting Guide offers a clear framework for
identifying  each  type.  Temporary  differences
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reverse over time (e.g., depreciation differences,
warranty accruals), while permanent differences
never  reverse (e.g.,  fines,  tax-exempt interest).
The guide provides extensive lists of examples for
each  category,  helping  practitioners  classify
items correctly.  It  also explains how to handle
partial reversals, changes in tax rates, and the
impact  of  tax  holidays.  Understanding  these
differences is essential for accurate deferred tax
calculations  and  for  preparing  the  rate
reconciliation.

Valuation Allowances and Uncertain
Tax Positions

Two  of  the  most  judgmental  areas  in  tax
accounting  are  valuation  allowances  and
uncertain tax positions. The guide discusses the
“more  likely  than  not”  threshold  for  uncertain
positions  under  ASC 740-10,  including  how to
evaluate each position and recognize the benefit.
It  also  covers  the  measurement  of  the  benefit
(largest amount with more than 50% probability
of being sustained). For valuation allowances, the
guide explains the criteria for assessing whether
it is more likely than not that deferred tax assets
will  be  realized.  It  includes  guidance  on
considering future taxable income, tax planning
strategies, and the weight of negative evidence
(e.g., cumulative losses). KPMG’s guide provides
decision trees and case studies to illustrate how



to apply these standards in practice.

Practical Application for Tax
Professionals

Preparing Tax Provisions Under ASC
740

The  KPMG  Income  Tax  Accounting  Guide  is
widely used as a process reference for preparing
quarterly and annual tax provisions. It  outlines
the  typical  work  steps:  gathering  tax  basis
information,  calculating  current  tax  expense,
identifying all temporary differences, computing
deferred balances,  performing the effective tax
rate  reconciliation,  and  documenting  all
significant  judgments.  The  guide  includes
templates  and  checklists  that  help  teams  stay
organized.  For  multinational  companies,  it
addresses the allocation of tax expense between
continuing  operations,  discontinued  operations,
OCI, and equity. It also covers the treatment of
changes in tax law, such as the Tax Cuts and Jobs
Act  or  future  global  minimum  tax  rules.  By
following  the  guide’s  methodology,  tax
professionals  can  reduce  errors  and  improve
consistency across reporting periods.



Kpmg Income Tax Accounting Guide

Downloaded from order.fishbonesusa.com by Norris &
Mareli • Wisdom is the reward for listening. • Page 7

Leveraging the Guide for Compliance

Beyond provision preparation, the KPMG Income
Tax  Accounting  Guide  serves  as  a  compliance
t o o l .  I t  h e l p s  a u d i t o r s  e v a l u a t e  t h e
reasonableness of a company’s tax accounts and
supports  tax  directors  in  defending  their
positions  during  internal  reviews  or  external
audits.  The  guide  also  includes  discussion  of
disclosure  requirements—both  quantitative  and
qualitative—under ASC 740 and SEC guidance.
For  example,  it  explains  how  to  disaggregate
deferred tax balances by jurisdiction, and when
to disclose unrecognized tax benefits. Using the
guide  as  a  compliance  reference  ensures  that
companies  meet  their  financial  reporting
obligations  while  minimizing  the  risk  of
restatements.

How KPMG’s Guide Addresses
Current Tax Challenges

Global Tax Reforms and Pillar Two

With  the  OECD’s  Pillar  Two  model  rules
introducing a global minimum corporate tax rate
of 15%, income tax accounting has become even
more  complex.  The  KPMG  Income  Tax
Accounting Guide has been updated to include
detailed guidance on accounting for top-up taxes



under the GloBE rules. It explains the mandatory
exception for  deferred taxes  under  IAS 12 (as
amended) and the optional exception under ASC
740.  The  guide  provides  practical  examples  of
how to calculate current tax liabilities for such
regimes  and  how  to  disclose  the  potential
deferred  tax  effects.  For  multinationals,  this
section  is  invaluable  for  understanding  the
intersection of tax policy and financial reporting.

Digital Transformation in Tax
Accounting

Automation and data analytics are reshaping tax
departments.  The  KPMG  guide  discusses  how
technology  can  improve  the  accuracy  and
efficiency  of  income  tax  accounting.  It  covers
topics  such  as  using  tax  provision  software,
automating  data  extraction  from ERP systems,
and implementing robotic process automation for
routine  calculations.  While  the  guide  does  not
promote specific vendors, it offers best practices
for integrating technology into the tax provision
process.  It  also  addresses  the  challenges  that
arise  when  modernizing  tax  accounting
workflows,  such as data validation and control
design.  This  forward-looking  perspective  helps
professionals prepare for the evolving role of tax
accountants in a digital world.
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Benefits of Using the KPMG
Income Tax Accounting Guide

Comprehensive Interpretation

The  guide  does  more  than  restate  the
standard—it interprets it.  KPMG’s professionals
provide their views on areas where the FASB or
SEC  has  not  provided  explicit  guidance.  For
example, the guide addresses how to account for
enacted changes in tax rates that have not yet
been  signed  into  law,  or  how  to  treat  tax
attributes  in  reorganizations.  This  interpretive
insight  is  based on decades of  experience and
KPMG’s interactions with regulators, making it a
trusted source for resolving ambiguous scenarios.

Real-World Examples and Case
Studies

One of the standout features of the KPMG Income
Tax  Accounting  Guide  is  its  use  of  realistic
examples. These range from simple calculations
for a single entity to complex multi-jurisdictional
consolidated  provisions.  The  case  studies
illustrate how to apply the framework in practice,
including  the  treatment  of  stock-based
compensation, transfer pricing adjustments, and
goodwill impairments. By working through these
examples, readers can develop a deeper intuition



for  the  interplay  between  tax  and  financial
accounting.

Updates and Integration with Other
Frameworks

Tax  accounting  standards  are  not  static.  The
guide is updated annually to reflect new guidance
from the FASB and IASB, as well as regulatory
changes such as the Inflation Reduction Act or
international  tax  reforms.  It  also  integrates
seamlessly with other KPMG resources, such as
the Handbook on Accounting for Income Taxes
and  the  Global  Tax  Insights  series.  This
consistency means that professionals can rely on
a  single  ecosystem  of  knowledge,  rather  than
piecing  together  information  from  multiple
sources.

Conclusion: Maximizing
Value from the KPMG Income
Tax Accounting Guide

The KPMG Income Tax Accounting Guide is
more than a reference manual—it is an essential
companion for anyone involved in tax reporting.
Whether you are a  seasoned tax director  or  a
junior accountant preparing your first provision,
the  guide  offers  clarity,  structure,  and
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authoritative  insight.  By  understanding  its  key
sections—from  ASC  740  fundamentals  to  the
latest Pillar Two guidance—you can enhance the
quality of your financial reporting, reduce audit
risk, and stay ahead of regulatory changes. For
organizations looking to build internal expertise,
the guide serves as an excellent foundation for
training and continuous learning. In a field where
the  stakes  are  high  and  the  rules  are  ever-
changing,  investing  time in  the  KPMG Income
Tax  Accounting  Guide  is  a  decision  that  pays
dividends  in  accuracy,  confidence,  and
professional  growth.


