
 

Accounting Standard No. (13)

Accounting For Taxes on Incomes

      The board of accounting and auditing standards ratified in it's
session at 7/5/2001 the following accounting standard about
accounting for taxes on incomes. 

Objectives and Scope: 
1. This standard aims to determine the taxable income describe the 

accounting treatment of income tax (settlement or recovery) and 
the way of its show in financial statements and disclosure of 
procedures concerned. 

2. This standard is applied in accounting on income tax and 
include in its scope the local and foreign income taxes that 
imposed on taxable income. 

3. The standard's provisions are effective on corporation (mixed 
and private companies), limited companies, and companies 
and other projects which their financial statements are 
adopted to determine the taxable income. 

Definitions: 
4. The following items are used to describe the following specific 
meanings: 

Accounting income:- It means the profit or loss of the period that 
was shown by the income statement before deduct income tax 
expenditure or add the tax saving. 

Taxable income:- It is the net profit or loss for the period that 
determined according to laws and regulations issued by financial 
authority that according to it the due income tax or reversionary 
determined. 
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Expenditure or tax saving:- It means the total amount that be 
adapted in determining net profit or loss of the period related with 
current tax. 
 
Tex differences:- They mean the differences between the taxable 
income and accounting income and it's either: 

• Timing differences:- They are the differences that come as 
a result of period difference which some amounts and the 
expenditures and revenues items are included in it, from 
the period that include the amounts and items in 
accounting income or the verse and come in another period 
and it's effects reflect in period or subsequent periods. 

• Permanent differences:- They are the differences that come 
through the current period between the taxable income and 
accounting income and it will be not reflect in subsequent 
periods as donations amounts that the tax systems don't 
allow to increase them from the taxable income at the same 
time of its increasing from the accounting income. 

5. The due tax on income is calculated according to the laws and 
regulations that are put by the financial authority and 
considered as an expenditure undertaking by income 
statement to arrival to the net profit of commercial unity. 

The Loss 
6. The taxation legislation's allow to restitution the financial loss 

carry back from the formerly year to reduce it from income 
which submitted to a tax and consequently reduce or 
eliminate tax which is- paid in the current period or in the 
future, these loss will lead to save in the tax during currant 
period or next periods. 

7.Achieving the taxation surplus in future as result of circulated 
loss is depending on the profits existence submitted for tax in 
future, as well as, on the resource of these profits and the time 
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of period which allows the legislation to use these loss in reduce 
of tax. when a tax surplus has been achieved according to 
decrease this loss. 

8. This surplus be in net profit of the periods surplus and disclose and 
present in the financial statements as explained in the attach. 

Disclosure 
9. Tax expenditure present within the expenses in the income 

statement for the current year. 

10. Accounting of taxes on income concern with in the items 
which are documenting or to the rights of participates for 
these method which these articles deal with, and disclose 
them. 

11. The deferred tax must be appeared in the balance sheet which
 separated from stock holder equity. 

12. Tax surplus which result from use the loss is present in the
 income statement about the currant period residual. 

13. The remain losses must be disclosed to achieve tax surplus in
 the future. 

14. Tax expenses emerged on the income due to ordinary 
activities as an independent item from those concerned item 
with extraordinary income, the obvious has achieved about 
the tax fund in this state. 

15. This standard applied during the ending financial year in
 31/12/2002. 
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