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The article considers the essence of deferred tax assets and liabilities and their reflection in the system of ac-
counts and registers in the historical context. The periodization of the process of formation and development of the
problem of deferred taxes in Ukraine with the use of normative and historical methods of cognition is carried out.
The differences between permanent and temporary differences in tax profit (loss) and accounting profit (loss) are
described. The approach to accounting for deferred taxes and their place in the reporting of enterprises using an
algorithmic process is generalized. A detailed description of the current position of accounting for deferred taxes
through the viewpoint of Ukrainian accounting standard 17 "Income Tax". Conclusions are made on the possibility
of further research on the elimination of methodological difficulties in the allocation of certain tax differences to
temporary or permanent.
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BcTaHOB/EHO, WO NUTaHHA 06/iKy BIACTPOYEHNX MOAATKOBUX aKTWBIB Ta BiICTPOYEHNX NOAATKOBKX 30608B'A3aHb
3a/IMWAETHLCA HANMPOGIEMHILLMM B HALiOHa/bHIA cucTemi Byxrantepcbkoro 06iky. YkpaiHCbki Gyxrantepu AocCi
He MarTb A4OCTaTHbOrO PO3YMIHHSI XapaKTepy YTBOPEHHS, NOTpebu BigobpaeHHs B 06Ky BigCTPOYEHMX nodaT-
KOBMX aKTMBIB i 30060B'A3aHb Ta METOAMKM iX pO3paxyHKy. BiagnoBigHo, y CTaTTi pO3IASHYTO CYTHICTb BigCTPOYEHMX
NoAaTKoBUX aKTMBIB | 3060B'AA3aHb Ta iX BiJOOGPAXEHHS Yy CMCTEMI 06/1IKOBUX PaxyHKiB Ta PericTpiB B iCTOPUUHO-
My KOHTEKCTi. 3AiiicCHeHO nepioam3alito NpoLecy CTaHOB/IEHHSA Ta PO3BUTKY NPO6GAeMU BiAICTPOUYEHMX NOAATKIB B
YKpaiHi 3 BUKOPUCTAHHAM HOPMAaTMBHOIO Ta iICTOPMYHOTO METO/B Mi3HAHHS 3 BUOKPEM/IEHHSIM TakMX eTanis: nep-
wnin (1994-1996 pp.); apyruii (1997-1999 pp.); Tpertiii (2000—-2010 pp.); yeTBepTuii (2011-2014 pp.) Ta N'aTwuii
(2015 — po cborogHi). OxapakTepn3oBaHO BigMIHHOCTI MK MOCTIAHUMM Ta TUMYaCOBUMM PISHULAMM LWOAO nodaT-
KOBOro npubyTky (36mTKy) i 061iKOBOro NpubyTKy (36UTKY), SKi NOAAralTb Y TOMY, L0 NOCTiliHA Pi3HULSA € NEBHOK
“KOHCTaHTOR", WO, SK nepefbdavyacTbCs, HikoNM He Byae aHy/bOBaHa, B TOI Yac SK TUM4YacoBa Pi3HULS paHo uu
Ni3HO BigLIKOAYETbCA/ONOAATKYETLCA. Y3arabHeHo nigxig A0 061iKOBOro BigobpaeHHs BIACTPOYEHUX NOAATKIB
Ta X Micus B 3BITHOCTI MiANPUEMCTB 3 BUKOPUCTAHHAM a/ifopuTMIYHOro npouecy. MpoBefeHo AeTaslbHy Xapak-
TEPUCTUKY Cy4aCHOro ctaHy obniky BiAcTpoyeHux nogatkis yepes npusmy M(C)BO 17 “Mopatok Ha NpubyToK” y
AKOMY BnepLle 3aKOHOAaBYO 3aKpin/iloBaocs BU3HAUYEHHA CYTHOCTI BiCTPOUYEHUX NOAATKIB, TX Knacugikauis ta
npasuna o6niky. B ctaHgapti 6yn0 BUAINEHO Ta 03HAYEHO TakKi NOHATTA, AK “BiACTPOYEHUI NOAATKOBUIA akTuB”,
“BiICTpOYEHE NOAATKOBE 3060B'A3aHHA" Ta “TMMYacoBa nogaTkoBa pisHMUA”. BCTaHOBNEHO, WO 3MiHW, BHECEHI
[0 MogaTtkoBoro kodekcy YkpaiHu B 2015 pouj, Hainbinblie 36An3unau 6yxrantTepcbkuii Ta nogaTkoBuid 06nik 3a
BCIO iCTOPIl0 HaLiOHa/IbHOTO 3aKOHOAaBCTBa. BoHM Manu cyTTeBuiA BNAMB Ha 06K BiACTPOUEHMX NOAATKIB, amxe
4MMasio NoAaTKOBMX Pi3HULIb BTPATU/IM CBOK aKTyasbHICTb. 3p06/1€HO BUCHOBKYM LLOA0 MOX/MBOCTI NOAA/LLLOIO
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[OCNIMKEHHSI NUTaHb 3 YCYHEHHS TPYAHOLLLIB METOAO/ONYHOI0 XapakTepy i3 3apaxyBaHHs TUX UM iHLLIMX NOAATKO-
BUX Pi3HULb A0 TMMYACOBMX YW NOCTIAHKX.

KnouoBi cnoBa: BuTpaTyt 3 nofatky Ha npubyTok, AoXi4 3 nogarky Ha NpMoyToK, TMMYaCOBi NOAATKOBI Pi3HNL,
MOCTIiliHI NOAATKOBI Pi3HNML, BiACTPOYEHI NOAATKOBI aKTVBW, BiACTPOYEHI NOAATKOBI 3060B'I3aHHS.

B cTatbe paccMoTpeHa CyLLHOCTb OT/IOKEHHbIX HA/IOTOBbIX aKTUBOB 1 063aTEeNbCTB U X OTPaXKeHWe B CUCTEME
YYETHbIX CHETOB U PErMCTPOB B UCTOPUYECKOM KOHTEKCTe. lNpoBefeHa nepuoamsauusa npouecca CTaHOB/IEHUA U
pa3BuTUA NPobemMbl OTCPOYEHHBIX HAIOTOB B YKpauHe ¢ UCMosb30BaHNEeM HOPMATUBHOIO Y MCTOPUYECKOTO METO-
[10B No3HaHuA. OxapakTepr3oBaHbl Pasinumna Mexay nocToAHHLIMU U BPEMEHHbIMU pa3HULaMWU OTHOCUTESLHO Ha-
JI0roBOW Npn6bIIKN (Y6bITKA) U YYETHON Nprbdbln (YobiTKa). OB606LLEH NOAXOA K YHETHOMY OTPaXEHUIO OT/IOKEHHbIX
HaJ10roB 1 MX MecTa B OTYETHOCTW NPEeANPUATUIA C NCNONb30BaHWEM arOpMTMUYECKOro npouecca. NMposeaeHa noga-
pobHasa xapakTepucTnka COBPEMEHHOIO COCTOSHMSA yyeTa OTCPOYEHHbIX Has10roB Yepes npusmy M(C)BY 17 “Hanor
Ha NpubbInb”. CAenaHbl BbIBOAbI O BO3MOXHOCTY Aa/lbHENLIEro nccnefoBaHusi BONPOCoB YCTPaHEHWs TpyAHOCTEN
METO/0/10rMYECKOro Xapakrepa rno npUYUCIEHNIO TEX N UHbLIX HAOTOBbIX Pa3HUL, K BPEMEHHBIM U NOCTOAHHBIM.

KnioyeBble cnoBa: pacxofbl N0 Ha0ry Ha NPKobLSIb, AOXO0L, N0 HAS10TY Ha NPUOLIb, BPEMEHHbIE HA/IOTOBbIE pas-
HULLbI, NOCTOSAHHbIE HAUTOrOBbIE Pa3HULbl, OT/IOKEHHbIE HAIOTOBbLIE aKTUBbI, OT/IOKEHHbIE HA/10TOBbIE 06A3aTe/IbCTBA.

Problem statement. After the proclamation
of Ukraine's independence in 1991, the formation
of a national accounting system began, which is
still undergoing modernization, including in the
tax aspect of deferred tax assets and liabilities.
The latest legal framework is designed to approx-
imate the rules of financial accounting and tax
accounting, however, in a number of practical
situations, differences still occur. The presence
of such differences allows reliable reflection in
the accounting of expenses (gain) from income
tax and the appearance of so-called "deferred
tax assets" and "deferred tax liabilities".

The issue of accounting for deferred tax assets
and deferred tax liabilities remains the most
problematic in the national accounting system.
Ukrainian accountants often do not have a suffi-
cient understanding of the nature of the occurrence,
the need to reflect in the accounting of deferred tax
assets and liabilities and methods of their calcula-
tion. Thus, when preparing financial statements to
the company's accountant a number of questions
arise: what is deferred taxes, to reflect them in the
accounting system or not, if "yes", then what ana-
Iytical and documentary tools and the calculation
method to use? As tax authorities do not always
provide sufficient clarification on these issues,
accountants prefer to avoid deferred taxes in finan-
cial accounting. Instead, global practice shows an
increase in the number of companies that calculate
and account for deferred taxes.

Analysis of recent research and publi-
cations. The essence of tax differences and
the problems of their reflection in accounting
are covered in the works of domestic scien-
tists, including: O. Borodkin, B. Valuev, M. Kar-
pushenko, E. Kotlyarov, L. Lovinska, I. Malyar-
chuk, V. Orlova, G. Yamborko and other.

A separate group of studies is devoted to the
problems of regulation of income tax and tax

differences, in particular, in the work of V. Tredit
[1] identified the main stages of development of
corporate income taxation in Ukraine, and the
article M. Shigun and K. Proskura [2] explored
approaches to determine tax differences in regu-
lations. Methodological principles of accounting
for tax differences and identifying ways to recon-
cile accounting and tax calculations are revealed
in the work of I. Zhurakovska [3].

Paying tribute to the work of domestic scien-
tists, however, we note that due to the dynamism
of tax legislation, there is a need to update and
deepen the results of research related to the
reflection of tax differences in accounting.

Goals statement. The purpose of the study
is to learn the nature of deferred tax assets and
liabilities and their reflection in the system of
accounts and registers in the historical context.

The purpose defines the main objectives of
the study:

—to periodize the process of formation and devel-
opment of the problem of deferred taxes in Ukraine
using normative and historical methods of cognition;

— describe the differences between perma-
nent and temporary differences in tax profit (loss)
and accounting profit (loss);

— generalize the approach to accounting for
deferred taxes and their place in the enterprise’s
financial statements using an algorithmic process;

— to carry out a detailed description of the
current position of accounting for deferred taxes
through the viewpoint of Ukrainian accounting
standard 17 "Income Tax".

Presentation of the main research mate-
rial. The study of the formation and develop-
ment of deferred taxes as an accounting and
economic phenomenon in chronological order
with the involvement of legislative and regulatory
sources allows us to identify a number of their
historical periods (table 1).
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Table 1

The main periods of formation and development of deferred taxes in Ukraine

in the primary documents. The

standard also provided for the
preparation of notes to the
financial statements, which
describe the tax differences.

(1994—1996)

Period Basic regulations Characteristics of the period
Because of adoption of UAS
“Tax differences” it was possible
to accounting for tax differences | The law on income tax was passed in 1994.
First period already at the stage of filling Due to the fact that the tax legislation at

that time was radically different from the
accounting rules, most of tax differences were
permanent.

the profit of the enterprises with
changes (1997, May 22)
Ne 283/97

[5]

Second period
(1997-1999)

Law of Ukraine on the taxation of

There is a phenomenon of temporary differences
caused by the fact that the recognition of income
and expenses was carried out on the "first event”
according to the tax legislation. In fact, such
differences were not recognized in accounting
due to the lack of legal framework.

UAS 17 “Income tax” (2000,
December 28) Ne 353 [6];
Instruction on application of the
Third period | Chart of accounts of accounting
(2000-2010)
and economic operations of the

(1999, November 30) Ne 291 [7]

of assets, the capital, obligations

enterprises and the organizations

For the first time in the accounting field, such
concepts as “deferred tax asset”, “deferred tax
liability”, “temporary tax difference”, “deductible
temporary tax difference” and “taxable
temporary tax differences” are defined by law.
In addition, new accounts for deferred taxes
appear (accounts 17 and 54).

Tax Code of Ukraine

Fourth period [8];

(2011-2014) UAS “Tax differences”

(2011, January 25) Ne 27
[9]

(2010, December 02) Ne 2755-VI

Enactment of the Tax Code and repeal of the
Law of Ukraine on the taxation of the profit of
the enterprises. The number of differences
between financial and tax accounting has
significantly decreased.

Because of adoption of UAS “Tax differences”
it was possible to accounting for tax differences
already at the stage of filling in the primary
documents. The standard also provided for the
preparation of notes to the financial statements,
which describe the tax differences.

UAS 17 “Income tax”

December 02) Ne 2755-VI [8]

Faoaenod | (2000, December 28) No 353 [6];
present) Tax Code of Ukraine (2010,

UAS “Tax differences” shall cease to be
valid. From 2015, the object of income tax is
the accounting financial result. There is only
one accounting standard that regulates tax

differences and deferred taxes — UAS 17.

Source: author's generalization

The first legislative act of Ukraine, which laid
the foundation for the reflection in the accounting
of tax differences was the Law of Ukraine on the
taxation of the profit of the enterprises [4], which
came into force in 1995. At that time, the defini-
tion of profit according to accounting rules and
tax law were radically different, and therefore, in
essence, such tax differences were considered
permanent and did not have any impact on the
accounting system. After the amendments to
the legislation in July 1997 [5], the concept of
temporary differences appeared in the domestic
economic lexicon, but due to the lack of a quality
legal framework in accounting, such differences
were not actually recognized.

The temporary differences that appear in
terminology in 1997 were due to the recogni-
tion of income and expenses was carried out
on the “first event”. In tax accounting, gross
expenses (gross income) included not only
actual expenses (accrued income), but also
prepayment to suppliers (prepayment from
customers). At the same time, according to
the principle of accrual, the amounts of pre-
payments were not included in expenses and
income. Given that prepaid goods or services
may come from the supplier (be transferred to
the buyer) in another reporting period, such a
difference between accounting and tax results
is usually temporary.
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Accountants, in the absence of instructions
from legislators, did not account for income
tax in accordance with accounting rules, which
aimed to accurately reflect the financial position
and financial results of the company, but instead
were guided by the thesis that accounting is for
tax. In other words, the accountant was not wor-
ried about correct accounting for tax differences,
but correctly paid income tax.

The first practical step towards recognizing
tax differences and, consequently, deferred taxes
was the adoption of Ukrainian accounting stan-
dard 17 “Income Tax” [6] (hereinafter — UAS 17)
in 2000, which for the first time enshrined the
definition of the essence of deferred taxes, their
classification and accounting rules. The standard
identifies and defines concepts such as “deferred
tax asset”, “deferred tax liability” and “tempo-
rary tax difference”. In addition, since 2000, two
fundamentally new accounts have appeared
in the Chart of accounts and the Instruction on
its application [7]: 17 “Deferred tax assets” and
54 “Deferred tax liabilities”. This is despite the fact
that in global practice the first attempts to stan-
dardize tax differences and deferred taxes were
made in 1979 in IAS 12 "Accounting for income
taxes" [3, p. 12]. This standard subsequently
became the basis for accounting for deferred
taxes in the national accounting system.

According to the first version of UAS 17,
deferred tax liability is the amount of income tax
that will be payable in future periods on taxable
temporary differences. A deferred tax asset is
the amount of income tax that is recoverable in
the following periods as a result of:

1) deductible temporary difference;

2) transfer of tax loss not included in the cal-
culation of income tax reduction in the reporting
period;

3) transfer to future periods of tax benefits,
which cannot be used in the reporting period [6].

It should be noted that the second point
appeared in the legislation in 1997, when amend-
ments were made to article 6 of the Law of Ukraine
on the taxation of the profit of the enterprises, but
it sounded as follows: "the procedure for trans-
ferring balance sheet losses to subsequent tax
periods" [5]. At the same time, as noted earlier,
at the legislative level at that time there was no
such thing as deferred taxes, and, accordingly,
the methods of their accounting.

For temporary differences that create deferred
tax assets and liabilities, the standard [6] defined
them as the differences between the valuation of
an asset or liability in the financial statements and
the tax base of that asset or liability, respectively.

Permanent tax differences are the differences
between taxable profit (loss) and accounting
profit (loss) for a certain period, which arise in
the current reporting period and are not reversed
in subsequent reporting periods (quoted for [10]).

The difference between the temporary and
permanent differences was that the permanent
difference is a "constant" that is expected to
never be canceled, while the temporary differ-
ence will sooner or later be reimbursed/taxed
that is, if certain circumstances change or cer-
tain requirements are met, the income tax on
the consequences of certain business transac-
tions will still be calculated. Thus, the permanent
difference had an impact only on the current
income tax and was in no way reflected in the
individual accounts. Temporary differences, in
turn, delayed the refund/payment of income tax,
and therefore for the purpose of reliable account-
ing of income tax calculations began to arise
deferred taxes, which are separately reflected in
the accounts.

For example, deductible temporary difference
causes deferred tax asset, which is currently
reflected in the account 17 of the same name while
due to taxable temporary tax differences there is
deferred tax liability, which attracts the account
54. Subsequently, deferred assets are included
in non-current assets of the Balance sheet, and
deferred liabilities are included in long-term liabil-
ities of the same reporting form. Note that in indi-
vidual reporting, in the case of control of income
tax payment by the same tax authority, deferred
tax assets and liabilities have to be offset. Gen-
eralization of the approach to the accounting for
deferred taxes and their place in the reporting of
enterprises is shown in picture 1.

Despite the adoption of UAS 17 in 2000,
accountants continued to neglect the accounting
for deferred tax assets and liabilities and avoid
their reporting, which was due to fundamental
differences in the rules of calculation of income
in financial and tax accounting, as a result, most
of the differences were permanent.

Over the next ten years, the situation
remained virtually unchanged, but it is worth
noting the attempts of legislators to regulate
the reflection of tax differences in the account-
ing registers. In particular, in January 2007, the
Ministry of Finance of Ukraine issued an Order
[11], which approved the Methodical recommen-
dations on drawing up of registers of account-
ing of tax differences, gross incomes and gross
expenses. This order provided not one consoli-
dated register, but 10 registry and 4 settlement
tables. Methodological recommendations have
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Accounting financial result # Tax financial result

due to

Temporary tax difference* Permanent tax difference*

— it is the difference between tax profit (loss) and
accounting profit (loss) for a certain period, which
occurs in the current reporting period and is not
canceled in subsequent reporting periods.

— it is the difference between the valuation of the
: asset or liability in the financial statements and the
i tax base of that asset or liability, respectively.

* tax differences are reflected in the RI appendix to the income tax return

L Asset/ szrrymg amount  Nature of Resulting Reflect'wn in
liability higher or lower temporary deferred tax Account  financial :
than tax base? difference statement ;
. deferred as part of long-
asset higher taxable liability 4 term liabilities |
asset lower deductible deferred 17 as part of non-
: asset current assets
' liability  higher deductible  4ered 17 as part of non-
! asset current assets
e deferred as part of long-
' liability  lower taxable liability >4 term liabilities

A 4
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Increase of income tax
expenses of the current
period by the amount of
increase of deferred tax
liabilities (decrease of
deferred tax assets)

Reduction of income tax
expenses of the current
period by the amount of
increase of deferred tax
assets (decrease of
deferred tax liabilities)

+
Current income tax

Income tax expenses (gain)

= increase / decrease of
income tax expenses

Figure 1. Algorithm for displaying deferred taxes in accounting
Source: developed by the authors on the basis of national legislation
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lost their validity in January 2008, having existed
only for one year.

After ten years of a certain “stagnation” the
Tax Code of Ukraine [8] (hereinafter — Tax Code)
appears among the normative acts, which was
introduced in effect since 2011 and has can-
celed a number of laws, in particular, the Law
of Ukraine on the taxation of the profit of the
enterprises. The adoption of Tax Code has sig-
nificantly reduced the number of differences
between financial and tax accounting.

In 2011, the Ukrainian accounting standard
“Tax differences” [9] (hereinafter — UAS “Tax
differences”) was also adopted. This norma-
tive document provided for the accounting for
tax differences already during the filling of the
primary documents and accumulation of infor-
mation about them in the accounting registers,
and in the further transfer of data to the con-
solidated register and only then to the financial
statements. In accordance with further changes
to the UAS “Tax differences”, enterprises were
obliged to submit to state statistical bodies finan-
cial reports with notes, in which tax differences
are deciphered.

Accounting for tax differences under the UAS
“Tax differences” provided a normative basis for
the formation of information on the calculation
of the deferred tax assets and liabilities. The
accounting reflection of deferred taxes did not
change in fact, but the standard provided a list of
tax differences for the analytical accounting for
the deferred taxes.

Together with the adoption of the above-men-
tioned normative acts, a new definition of tem-
porary tax differences appears at the legislative
level. According to article 14.1.189 Tax Code, the
temporary tax difference is the tax difference that
occurs in the reporting period and is annulled in
the following reporting tax periods [8]. This defi-
nition was also duplicated in the UAS “Tax differ-
ences”, which testifies to the attempts of legisla-
tors to unify tax and accounting rules.

Having analyzed the definitions of temporary
differences in UAS 17 “Income tax” and UAS
“Tax differences” it becomes clear that the tasks
facing both standards are fundamentally differ-
ent. The first aims to establish a methodology
for assessing assets and liabilities for their fair
presentation in the financial statements, and the
second is to determine the correct amount of
income tax to be paid to the budget.

Thus, as of 2010-2011, the situation was so
that the subject of tax differences was of maxi-
mum urgency, and the issue of the deferred tax
assets and liabilities has receded into the back-

ground. The next important stage in the legisla-
tive establishment of the deferred taxes is 2015,
when the UAS “Tax differences” loses its valid-
ity. Further there is only one accounting stan-
dard that regulates tax differences and deferred
taxes — UAS 17.

The rules of calculation of income tax, in par-
ticular, concerning the object of taxation, are
radically changed caused by changes made
to Tax Code in 2015. According to the new
requirements, the accounting financial result
became the object of income tax. The changes
made to Tax Code in 2015 brought most closer
financial and tax accounting for the entire his-
tory of national legislation. They had a signifi-
cant impact on the accounting for the deferred
taxes, as many tax differences have lost their
relevance. For example, the new requirements
do not provide for adjustment of the accounting
financial result to the amount of inventory reval-
uation/impairment, and as a result the deferred
taxes on revalued inventories ceased to be rec-
ognized and reflected. With the changes made
to Tax Code in 2015, a new paragraph appeared
in article 134, which stated that taxpayers whose
income does not exceed UAH 20 million have
the right to determine the object of taxation by
this tax without adjusting the financial result
before tax on all differences (except for the neg-
ative value of the tax object of previous reporting
periods), noting this in the annual declaration.
And beginning from May 23, 2020, annual
income for mandatory application of tax differ-
ences is UAH 40 million.

After significant changes in 2015 and to pres-
ent, the recognition and accounting reflection of
the deferred tax assets and liabilities suffered
only cosmetic changes.

Conclusion. The appearance and reflection
in the accounting of deferred tax assets and lia-
bilities is closely related to the formation of both
tax legislation and accounting standards. At first,
when the understanding of profit by accoun-
tants and tax authorities differed, almost all the
differences that arose were permanent, and
therefore there was no urgent need to calculate
and reflect deferred taxes. However, a number
of regulations were subsequently adopted with
amendments and changes aimed at bringing tax
and accounting closer together. Although, as a
result, both tax authorities and accountants use
accounting profit as a base of income tax, there
are still different rules for reflecting a particular
transaction. In this regard, there is an urgent
need to calculate and reflect in the accounting of
deferred tax assets and liabilities for the reliabil-
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ity of expenses (income), assets and liabilities national and global practice. At the same time,
for income tax. accountants continue to face difficulties in classi-

The analysis showed that the issues of cal- fying certain tax differences as temporary or per-
culation of deferred tax assets and liabilities manent, which should be the subject of further
and their accounting are sufficiently studied in research.
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