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The Impact of Different Tax and Accounting Treatments
for Asset Expenditures on the Value of the Tax Base
(an Applied Study)

Abstract

The research aimed to determine the impact of the difference between tax
treatments and the accounting treatments for asset expenditures on the value of the tax
base during the tax period. This was achieved by determining the impact of the
difference between tax treatment and the accounting treatment for each of the fixed
assets depreciation expense, intangible assets amortization expense, asset impairment

losses, and deferred tax on the value of the tax base during the tax period.

An applied study was conducted using data from a sample of 20 Egyptian
companies listed on the Egyptian Stock Exchange, to test the impact of differences in
tax treatments from accounting treatments for asset expenditures on the value of the

tax base during the tax period, and to test the validity of the research hypothesis.

The research concluded that there is a significant impact of the difference in tax
treatments from accounting treatments for asset expenditures on the value of the tax
base during the tax period, and that Egyptian tax legislation does not fully adopt
Egyptian accounting standards, especially with regard to the treatment of asset
expenditures, and that tax depreciation is characterized by accelerated depreciation,

and that there are no tax accounting standards in the Egyptian environment.

The research recommended the necessity of adapting Egyptian Accounting
Standard No. 24 to be consistent with the Egyptian tax environment, narrowing the
scope of choice between accounting measurement alternatives included in accounting
standards, applying Egyptian Accounting Standard No. 31 tax-wise, working to issue
Egyptian tax accounting standards, and encouraging establishments to choose methods

and rates of depreciation and consumption that are consistent with tax legislation.

Keywords: Asset Expenditures, Depreciation, Impairment, Deferred Tax, Tax

Base.
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N Minimum | Maximum Mean Std. Deviation
X Dep. 100 -15,305 486 -418 1,701
X Amo. 100 -2,604 0.4 -63 298
X Imp. 100 -11 26 0.4 4
X DT 100 -915 468 -23 136
X 100 -16,144 486 -503 1,896
Y 100 -13,403 4,743 101 1,776
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Spearman’s rho X Dep. | XAmo. | XImp. | XDT X Y
Correlation 1 6277 | -027 | 370" | 961" |-551"
XD Coefficient
ep- Sig. (2-tailed) . 000 789 000 000 | .000
N 100 100 100 100 100 100
Correlation 6277 | 1 -009 | 384 | 633 |-464"
X Am Coefficient
0. Sig. (2-tailed) 1000 . 926 1000 .000 1000
N 100 100 100 100 100 100
Correlation -027 | -.009 1 022 | -024 | .002
X Im Coefficient
P- Sig. (2-tailed) 789 926 . 831 811 988
N 100 100 100 100 100 100
Correlation 370 | 384" | -022 1 458" | -.465™
X DT Coefficient
Sig. (2-tailed) 000 000 831 . .000 000
N 100 100 100 100 100 100
Correlation 9617 | 633" | -024 | .458™ 1 -538"
X Coefficient
Sig. (2-tailed) 000 1000 811 000 . 1000
N 100 100 100 100 100 100
Correlation 551" | -464™ | 002 | -465" | -538" 1
v Coefficient
Sig. (2-tailed) 1000 1000 1988 000 .000 .
N 100 100 100 100 100 100

**_Correlation is significant at the 0.01 level (2-tailed).
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0.00 0.618 - 1.059 - X Dep.
0.00 0.356 - 3.477 - X Amo.
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Descriptives

Ahasy) Jalatl) cilajia 12 3aks

Descriptive Statistics

N Minimum | Maximum Mean Std. Deviation
X Dep. 100 -15,305 486 -418 1,701
X Amo. 100 -2,604 0.417 -63 298
X Imp. 100 -11 26 0.353 3,790
X DT 100 915 468 -23 136
X 100 -16,144 486 -503 1,896
Y 100 -13,403 4,743 101 1,776
Valid N
(listwise) 100
Nonparametric Correlations
Correlations
Spearman'srho | XDep. | XAmo. | XImp. | XDT | X | Y
Correlation 1 627" | -027 | 370 | 961 | -551"
X De Coefficient
P- 7" Sig. (2-tailed) . .000 789 .000 .000 .000
N 100 100 100 100 100 100
Correlation - o o o
X Coefficient 627 1 -009- | .384 633 -.464
Amo. Sig. (2-tailed) .000 . 926 .000 .000 .000
N 100 100 100 100 100 100
Correlation -.027 -.009 1 -.022 -.024 .002
X Im Coefficient
P. Sig. (2-tailed) 789 926 . 831 811 988
N 100 100 100 100 100 100
Correlation 370" | 384" | -.022- 1 458" | -.465™
X DT Coefficient
Sig. (2-tailed) .000 .000 831 . .000 .000
N 100 100 100 100 100 100
Correlation 961 | 633" | -.024- | 458" 1 -538"
X Coefficient
Sig. (2-tailed) .000 .000 811 .000 . .000
N 100 100 100 100 100 100
Correlation 551 | -464™ | 002 | -465™ | -538" 1
v Coefficient
Sig. (2-tailed) .000 .000 988 .000 .000 .
N 100 100 100 100 100 100

**_Correlation is significant at the 0.01 level (2-tailed).
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Regression
Variables Entered/Removed?
Model Variables Entered Variables Removed | Method
Deferred Tax, Change in Amortization,
1 Change in Impairment, Change in Enter
Depreciation”

a. Dependent Variable: Tax Base

b. All requested variables entered.

Model Summary

Model R R Square |Adjusted R Square Std. Error of the
Estimate
1 0.919° 0.845 0.838 1172

a. Predictors: (Constant), Deferred Tax, Change in Impairment, Change in Amortization,
Change in Depreciation

ANOVA?®
Model Sum of Squares df Mean Square F | Sig.
Regression |709880370583177 4 177470092645794 | 129 | .000
1 | Residual |130453763868486 | 95 1373197514405
Total 840334134451663 | 99

a. Dependent Variable: Tax Base

b. Predictors: (Constant), Deferred Tax, Change in Depletion, Change in Amortization,
Change in Depreciation

Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
Std.
B Beta
Error
(Constant) 358817 122314 2.934 .004
Change in -1 095 -618- -11.161 | .000
Depreciation
1 | Changein 3 462 -.356- 7521 | 000
Amortization
Change in 122 | 35.001 -159- -3.486 | .001
Impairment
Deferred Tax -6 1.228 -.268- -4.663 .000

a. Dependent Variable: Tax Base
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Regression
Variables Entered/Removed?
Model Variables Entered Variables Removed Method
1 Change in Depreciation” Enter

a. Dependent Variable: Tax Base

b. All requested variables entered.

Model Summary
. Std. Error of the
Model R R Square Adjusted R Square Estimate
1 .861° 741 .738 1,491,459.370
a. Predictors: (Constant), Change in Depreciation
ANOVA?®
Model Sum of Squares df Mean Square F Sig.
Regression | 622337931224821 1 622337931224821 | 280 | .000
1 | Residual 217996203226841 98 2224451053335
Total 840334134451663 99
a. Dependent Variable: Tax Base
b. Predictors: (Constant), Change in Depreciation
Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 490437 153620 3.193 .002
1 Change in
Depreciation -1.474 .088 -.861 -16.726 | .000
a. Dependent Variable: Tax Base
Regression
Variables Entered/Removed®
Model Variables Entered Variables Removed Method
1 Change in Amortization” Enter

a. Dependent Variable: Tax Base
b. All requested variables entered.

Model Summary

Model R

R Square

Adjusted R Square

Std. Error of the Estimate

1 544

.296

289

2,457,062.354

a. Predictors: (Constant), Change in Amortization
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ANOVA?
Model Sum of Squares df Mean Square F | Sig.
1 Regression 248692904163821 1 248692904163821 | 41 |.000°
Residual 591641230287842 98 6037155411100
Total 840334134451663 99
a. Dependent Variable: Tax Base
b. Predictors: (Constant), Change in Amortization
Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 770895.919| 251193.891 3.069 | .003
1 Change in 5.321 829 544 6.418 | .000
Amortization
a. Dependent Variable: Tax Base
Regression
Variables Entered/Removed®
Model Variables Entered Variables Removed Method
1 Change in Impairment ° Enter

a. Dependent Variable: Tax Base
b. All requested variables entered.

Model Summary

Model R R Square | Adjusted R Square [ Std. Error of the Estimate

1 .059° .004 -.007- 2,923,099.404
a. Predictors: (Constant), Change in Impairment

ANOVA?®

Model Sum of Squares df Mean Square F Sig.

Regression | 2972141899446 1 2972141899445 .348 557°
1 | Residual |837361992552218 | 98 8544510128084

Total 840334134451663 | 99

a. Dependent Variable: Tax Base
b. Predictors: (Constant), Change in Impairment

Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
1 (Constant) 1089901 | 293590 3.712 |.000
Change in Impairment | 45.723 77.526 .059 590 |.557

a. Dependent Variable: Tax Base
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Regression
Variables Entered/Removed?
Model Variables Entered Variables Removed Method
1 Deferred Tax" Enter

a. Dependent Variable: Tax Base
b. All requested variables entered.

Model Summary

. Std. Error of the
Model R R Square [Adjusted R Square Estimate
1 481° 232 224 2,566,929.296
a. Predictors: (Constant), Deferred Tax
ANOVA?®
Model Sum of Squares df Mean Square F Sig.
Regression | 194599785468726 1 194599785468726 | 30 .000
1 Residual 645734348982938 98 6589126010030
Total 840334134451663 99
a. Dependent Variable: Tax Base
b. Predictors: (Constant), Deferred Tax
Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
1 (Constant) | 873797.072 | 260226.244 3.358 |.001
Deferred Tax -10.302 1.896 -.481 -5.434 1.000
a. Dependent Variable: Tax Base
Regression
Variables Entered/Removed?®
Model Variables Entered Variables Removed Method
1 Asset Expenses® Enter

a. Dependent Variable: Tax Base
b. All requested variables entered.

Model Summary

Model R

R Square

Adjusted R Square

Std. Error of the Estimate

1 .892°

.796

794

1,323,405.699

a. Predictors: (Constant), Asset Expenses
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ANOVA?®
Model Sum of Squares df Mean Square F Sig.
Regression 668696675261739 1 668696675261739 | 382 |.000°
1 Residual 171637459189924 98 1751402644795
Total 840334134451663 99
a. Dependent Variable: Tax Base
b. Predictors: (Constant), Asset Expenses
Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
1 (Constant) 416713 136962 3.043 |.003
Asset Expenses | -1.371 .070 -.892 -19.540|.000

a. Dependent Variable: Tax Base
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