
Accounting for Income Taxes Considerations of Final Treasury Regulations
In recent months, a significant volume of Treasury Regulations have been released in final (or 
near final) wording or published to the Federal Register. New regulations generally represent 
changes in currently enacted law; however, some regulations may be released that interpret 
or clarify current law instead of enacting new law. 

To the extent the regulations are considered changes in tax law, the changes are accounted 
for in the period of enactment and should not be anticipated. To the extent the regulations 
interpret or clarify current law, the impact the regulations have on evaluating uncertainty in the 
tax law are similarly accounted for in the period the regulations are finalized. When additional 
interpretive guidance becomes available after the balance sheet date but prior to the issuance 
of the financial statements, the additional interpretive guidance may need to be considered 
in evaluating the need for a valuation allowance. Further, we believe entities may make an 
accounting policy election as to whether changes in estimates for uncertainties related to 
discontinued operations as a result of new interpretive guidance should be backwards traced 
to discontinued operations.

In certain circumstances, near final wording becomes available before a set of regulations 
would be published in the Federal Register. If a favorable filing position exists in those 
regulations, an entity may need to conclude whether it would take such a position even if the 
regulations are never published and fully enacted. A presumption exists that beneficial tax 
positions will be taken even if they are not claimed on the originally filed income tax return. 
Similar to the treatment on the issuance of proposed regulations, and as part of assessing 
the expected filing position under the guidance on uncertainty in income taxes, if it is widely 
understood the taxing authority would not challenge the position if the regulations are never 
fully enacted, then the tax position would generally meet the recognition criteria through the 
administrative practices guidance on accounting for uncertainty in income taxes. 

Conversely, if near final wording results in an unfavorable change to a filing position, an entity 
should assess the filing position it would take if the regulation were never fully enacted. As 
such, it is anticipated that unfavorable changes would not be reflected until the period the 
regulation is fully enacted. 

About this Publication

This publication is issued by KPMG’s Accounting for Income Taxes group in Washington 
National Tax to highlight developments and other items of interest to professionals involved 
with accounting for income taxes matters.
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Some final regulations may include provisions that have future applicability dates but for 
which an entity can elect to apply the regulations to the current or certain prior periods. While 
original or amended tax returns to reflect this early adoption may not need to be prepared 
immediately, we believe an entity would need to reasonably estimate and include the 
expected impact of any early adoption in the period the regulations are enacted. A company 
may revise its estimate in future periods as a result of new or better information, clarifications 
of the application of the regulations and/or more experience. The financial statements should 
include appropriate disclosures of estimates in applying new regulations that are reasonably 
possible to change materially in the near term. The complexity of both the judgments 
around which regulations to early adopt and the related calculations is not a sufficient 
reason to exclude the estimated impact from the period of enactment financial statements. 
Any estimates should be prepared within the level of precision required for other ASC 740 
estimates related to the entity. If a taxpayer does not recognize an estimate of the impacts in 
this period, then any revisions in future periods may be considered a correction of an error for 
financial reporting purposes. Any correction of an error would need to be assessed and has 
the potential to result in the restatement of prior reported financial statements, if material.

Additionally, to the extent an entity may expect to change a prior tax position and file an 
amended return, the period in which to recognize the effect of the change will depend on why 
the entity plans to file an amended return. 

	— If the amended return is a new filing position that becomes available or required as the 
result of the enactment of a new law or the issuance of regulations, it is recognized upon 
enactment of the law or issuance of the regulations.

	— If an amended return is being filed to effectuate a permitted alternative election (for 
instance, certain changes in accounting methods), it generally is recognized in the period 
in which management commits to the change, assuming the position meets the more-
likely-than-not recognition threshold; however, there is a presumption that beneficial tax 
positions will be claimed. 

An entity that commits to filing an amendment as of the reporting date (and intends to 
account for the changes arising from the amendment) typically prepares and submits the 
amendment before the period-end financial statements are issued (before the Form 10-Q 
or 10-K is filed for public companies) or are available to be issued (for private companies). 
However, all facts and circumstances should be considered in determining when to account 
for an amended return. 

Please refer to the September 28 What’s News in Tax article for additional information.

Updates on Accounting Matters
IFRS® Standards Updates
KPMG LLP has released the following update that may impact tax professionals working on 
accounting for income taxes matters under IFRS Standards.

	— KPMG’s International Standards Group (ISG) has published Insights into IFRS, 17th edition, 
based on IFRS Standards that were issued as of August 1, 2020 and are required for an 
entity that applies IFRS for annual periods beginning on or after January 1, 2020. This 
edition includes standards and interpretations that are effective at that date (‘currently 
effective requirements’) and significant amendments that are effective in later periods 
(‘forthcoming requirements’). The updated edition adds guidance on deferred tax and 
leases, deferred tax related to an investment in a subsidiary, and presentation and 
disclosure of uncertain tax treatments, as well as modifies guidance on deferred tax on 
assets with multiple tax consequences.
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KPMG’s DPP quarterly releases 
KPMG’s DPP published the following accounting and financial reporting developments releases:

	— Quarterly Outlook— September 2020
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Remember recent pronouncements
Professionals should be mindful of certain recently updated US GAAP standards, 
listed by order of required application.

Updated Standard Brief Description of Standard Public Business Entities 
Effective Date

Other Entities Effective 
Date

ASU 2016–01, 
Recognition and 
Measurement of 
Financial Assets and 
Financial Liabilities

The evaluation of a valuation 
allowance on deferred tax 
assets related to available for 
sale securities is performed 
along with the entity’s other 
deferred tax assets

Fiscal years beginning 
after December 15, 2017, 
including interim periods 
within those fiscal years

Fiscal years beginning 
after December 15, 
2018, and interim 
periods within fiscal 
years beginning after 
December 15, 2019

ASU 2016–16, 
Intra-Entity Transfers 
of Assets Other Than 
Inventory

Requires an entity to recognize 
the income tax consequences 
of an intra-entity transfer of 
assets other than a transfer 
of inventory, when the 
transaction occurs

Annual reporting 
periods, including interim 
reporting periods in 
those annual reporting 
periods, beginning after 
December 15, 2017

Annual reporting 
periods beginning after 
December 15, 2018, and 
interim reporting periods 
within annual reporting 
periods beginning after 
December 15, 2019 

ASU 2017–15, 
Codification 
Improvements to 
Topic 995, U.S. 
Steamship Entities

Eliminates an exception for 
steamship entities on the 
recognition of deferred taxes 
related to certain statutory 
reserve deposits

Fiscal years and first 
interim periods beginning 
after December 15, 2018.

Fiscal years and first 
interim periods beginning 
after December 15, 2018.

ASU 2018–02, 
Reclassification 
of Certain Tax 
Effects from 
Accumulated Other 
Comprehensive 
Income

Requires disclosure of an 
entity’s policy for releasing 
stranded tax effects and allows 
entities to elect to reclassify 
certain stranded tax effects 
from AOCI to retained earnings

Fiscal years beginning 
after December 15, 
2018, and interim periods 
within those fiscal years

Fiscal years beginning 
after December 15, 
2018, and interim periods 
within those fiscal years

ASU 2018–09, 
Codification 
Improvements

Clarifies, corrects errors in, and 
makes improvements to several 
income taxes related matters

Generally, fiscal 
years beginning after 
December 15, 2018

Generally, fiscal 
years beginning after 
December 15, 2019

ASU 2017–04, 
Simplifying the 
Test for Goodwill 
Impairment

Provides guidance, amongst 
others, on the income tax 
effects from tax deductible 
goodwill when measuring 
goodwill impairment loss

Annual and interim 
impairment tests for 
periods beginning after 
December 15, 2019 
for SEC filers other 
than smaller reporting 
companies 

Annual and interim 
impairment tests for 
periods beginning after 
December 15, 2022

ASU 2019–12, 
Simplifying the 
Accounting for 
Income Taxes

Removes specific exceptions 
to the general principles of 
ASC 740 and improves financial 
statement preparers’ application 
of income tax-related guidance 
and simplifies GAAP for certain 
income tax items

Fiscal years beginning 
after December 15, 
2020, and interim periods 
within those fiscal years

Fiscal years beginning 
after December 15, 
2021, and interim 
periods within fiscal 
years beginning after 
December 15, 2022
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Professionals should be mindful of certain recently updated IFRS Standards.

 Updated Standard Brief Description of Standard Effective Date

IFRIC 23: Uncertainty over 
Income Tax Treatments 

Addresses how to reflect uncertainty in 
accounting for income taxes

Annual periods beginning on 
or after January 1, 2019

Annual Improvements to IFRS 
Standards 2015–2017 Cycle

Clarifies recognition of income tax 
consequences of dividends, including 
payments on financial instruments

Annual periods beginning on 
or after January 1, 2019

Financial Accounting Standards Board (FASB) projects
The FASB’s Disclosure Review: Income Taxes project continues to be in the revised exposure 
draft redeliberations stage after the Board directed the staff in February 2020 to perform 
research and additional outreach on potential alternatives to disclose certain disaggregated 
income taxes information and to perform additional research on other proposed amendments. 
In September 2020, the staff updated the FASB’s Private Company Council (PCC) on 
comments received on the project and obtained the PCC’s feedback on proposed disclosures 
and potential alternative disclosures.
FASB’s codification improvements project includes moving guidance, removing outdated 
guidance and correcting references and headings. The Board has directed the staff to draft a 
final Accounting Standards Update for vote by written ballot.

The Board’s disclosures by business entities about government assistance project is in the 
exposure draft redeliberations stage. 

The Board continues its project on backwards tracing to consider whether changes should 
be made to the prohibition on backwards tracing and may consider alternatives to backwards 
tracing. The project is in the research stage. 

IFRS Interpretations Committee® discusses Deferred Tax related to Assets and Liabilities 
arising from a Single Transaction (Amendments to IAS 12)
During a recent meeting, the IFRS Interpretations Committee (IFRIC or the Committee) 
discussed feedback received on the International Accounting Standards Board’s (IASB®) 
July 2019 Exposure Draft, Deferred Tax related to Assets and Liabilities arising from a Single 
Transaction, which proposed amendments to IAS 12. The amendments set forth in the exposure 
draft would narrow the scope of the initial recognition exemption such that it would not apply to 
transactions that give rise to equal amounts of deductible and taxable temporary differences. 
The IASB staff is considering recommending removing a cap to the amount of a deferred tax 
liability recognized that was included in the proposal. The Committee members provided advice 
on the project direction which will be considered by the IASB at a future meeting.

On the Horizon

Section 987 Regulations
On September 17, 2020, the IRS issued an advance version of Notice 2020–73, which further 
delays the applicability date of the 2016 regulations (and certain related and temporary 
regulations) as well as certain of the 2019 final regulations under section 987 by an 
additional year. Taxpayers should continue to consider the financial statement impact and tax 
implications when accounting for QBUs.

Refer to the KPMG Insights article for further information. A 2017 What’s News in Tax article 
summarizes the current accounting for income taxes implications of the future adoption of 
the regulations.

Other items of interest	
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https://home.kpmg.com/xx/en/home/insights/2017/06/ifric-23-uncertainty-tax-slideshare-070617.html
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https://home.kpmg.com/xx/en/home/insights/2017/01/ifrs-annual-improvements-2015-2017-exposure-draft-ifrs9-ias12-ias23-120117.html
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https://www.fasb.org/cs/ContentServer?c=FASBContent_C&cid=1176169433424&d=&pagename=FASB%2FFASBContent_C%2FProjectUpdatePage#Income_Taxes
https://www.ifrs.org/news-and-events/updates/ifric-updates/september-2020/#2
https://cdn.ifrs.org/-/media/project/deferred-tax-related-to-assets-and-liabilities-arising-from-a-single-transaction/ed-deferred-tax-related-to-assets-and-liabilities-ias-12.pdf
https://cdn.ifrs.org/-/media/project/deferred-tax-related-to-assets-and-liabilities-arising-from-a-single-transaction/ed-deferred-tax-related-to-assets-and-liabilities-ias-12.pdf
https://www.irs.gov/pub/irs-drop/n-20-73.pdf
https://home.kpmg/us/en/home/insights/2020/09/tnf-notice-2020-73-deferred-applicability-dates-foreign-currency-guidance-section-987.html
http://app.info.kpmgrealinsights.com/e/er?s=1929796114&lid=25930&elqTrackId=119e6b6eba48410983fa0c046ee8334e&elq=8098f47ee61541ca87a648a7334e9f6a&elqaid=14209&elqat=1


The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or 
entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as 
of the date it is received or that it will continue to be accurate in the future. No one should act upon such information without appropriate 
professional advice after a thorough examination of the particular situation

© 2020 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member 
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. NDP122480-1A

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization.

KPMG learning—executive education self-study courses

The following Accounting for Income Taxes 
Executive Education courses will be offered:

	— November 11–16, 2020

	— December 7–10, 2020

This live, virtual seminar, spread over four days, is 
designed to help the understanding and application 
of income tax accounting in accordance with ASC 
740, including the effect of 2017 tax reform. Each 
day’s agenda features individual modules (each less 
than an hour) as well as breaks. This interactive 
course does more than describe technical 
requirements; the rationale and consequences of 
the relevant accounting standards will be explained 
using easy-to-follow examples with detailed journal 
entries. The course offers 16 CPE credits.

Additionally, the following Advanced Accounting 
for Income Taxes Executive Education course will 
be offered: 

	— December 15–18, 2020

This advanced seminar covers complex aspects 
of ASC 740 (the FASB standard for accounting for 
income taxes) by building upon our intermediate 
level seminar Accounting for Income Taxes. For 
example, the intermediate seminar only covers 
acquisitions with no tax-deductible goodwill, while 
this seminar covers tax-deductible goodwill, section 
338 elections, contingent consideration, transaction 
costs, and measurement period adjustments. The 
seminar has been updated to cover the Tax Cuts and 
Jobs Act (TCJA). The course offers 16 CPE credits.

KPMG also offers digital self-studies, which are 
mobile-friendly and easily accessible at the learner’s 
convenience. Our CPE-eligible curriculum covers 
current and emerging technical accounting topics, 
including accounting for income taxes, to build skills 
and confidence in a variety of areas of accounting.

View the catalog of KPMG’s virtual seminars and 
digital self-studies.

Find this newsletter of value? Consider sending on to your colleagues. If interested, they can 
subscribe here to receive future issues directly.

kpmg.com/socialmedia

Some or all of the services described herein may not be permissible for 
KPMG audit clients and their affiliates or related entities.
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