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ABSTRACT 

This paper aims to understand why accounting expenses are not directly accepted as fiscal cost 

and how operates the fiscal adjustments, in the determination of the taxable base in the 

Corporate Income Tax (CIT) law. For this purpose, it analyses the legal acts and doctrine, in 

particular, it researches data sources of Spain: the Ley del Impuesto sobre Sociedades (LIS), it 

means, the Spanish Corporate Income Tax Law and, in particular, the Spanish doctrinal 

understandings. The results show that the tax law assumes the net profit measured under the 

General Accounting Principles, as a starting point for the tax base determination. This fact 

avoids the duplicate record of economic transaction in the companies, in both domains, fiscal 

and accounting. Nevertheless, the two dimensions have different objects, so net income may not 

be integrally considered for tax purposes; legislator makes the taxpayer make the fiscal 

adjustment to take the taxable income. It is supposed to have extraordinary tax corrections, but 

Spanish legislator presents a tax code with many exceptions, imposing an increasingly complex 

Spanish tax system. 
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1. INTRODUCTION   

The expense is the tax base's negative component; in corporate income taxation, it defined as 

the cost to obtain the business' incomes (García-Quintana, 1949). The tax regulator has not 

changed the expenses' definition over time, except the corrections that the corporate income tax 

law imposes, and it can change in each temporal moment. It is difficult to demonstrate the tax 

expense concept if it does not establish a relationship with the accounting cost's definition, due 

to the particular importance of the accounting standards in the determination of the taxable basis 

of the business income tax law (Albá, 2004). The Spanish Commerce Code's Article 36 presents 

the concept of the tax cost as the decrements in the net equity during the period. It can be under 

the form of exits or decreases in the assets' value or recognition or increase in liabilities; since 

they not distributed to partners or owners. The income's concept opposes to the expense's one, 

is not expense all that is paid out. The cost decreases the equity's economic dimension, so there 

is an expense when it contributes negatively to the equity's formation. Taking into consideration 

two premises: first, the accounting profit is the starting point to the taxable base's determination 

in the direct estimation regime. Second, the accounting net income obtained under the 

accounting standards is subject to the CIT corrections; so, in principle, the accounting expenses 

are tax costs in the taxable income's calculation, except in particular situations designed in the 

CIT law. Spain's CIT Law does not define the concept of accounting expense nor tax expense. 

Nevertheless, the law presents some essential requirements to predict the expense's 

deductibility (Albá, 2004). They are taxable costs:  goods or materials' purchase, external 

services, personnel expenses, management expenses, financial costs,  depreciation and 

amortisation, impairment losses, amongst others. The law 61/1978 foreseen the concept of 

"necessary expense," in the sense of, required for incomes' obtaining. The approval of the 

corporation tax law (LIS) places this concept aside, to be tax cost is required the correlation 

with the incomes, and since it is not a liberality.  With LIS, the concept of necessary cost became 

broader, not only the required cost but also correlated with the company's income (Ministerio 

Economia Hacienda, 2009). 
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2. THE CIT’S CORRECTIONS 

The taxable basis is the accounting profit since correctly determined, corrected according to the 

LIS requirements, and taking into consideration the tax and the accounting law. Both domains 

have different functions. The first, to determine the strict enforcement of tax obligations and to 

observe the receipt of tax revenues;  it has as underlying the tax justice's principles, such as the 

principle of the generality, ability to pay, equality, progressivity, and non-confiscation (Nabais, 

2018, Queralt et al., 2019). The second, the accounting law, has the primary objective to reflect 

the company's financial position, it means to determine the net profit; is based on economic 

principles such as the going concern, the uniformity, the relative importance, the incomes and 

expenses' correlation, the accruals basis, amongst others (Flood, 2019, Melville, 2015). The 

difference between both domains, objectives and inspiring principles evidence the difficulties 

practices to equalisation between the accounting result with the tax base (Sarmento et al., 2019). 

Two steps divide the move between the accounting profit and taxable base, first the accuracy 

in determining the accounting result under accounting law; and second, to make the necessary 

accounting results' corrections, according to the corporate income tax law (García, 2001). The 

tax base's determination uses the net profit stated according to the accounting rules and 

principles, but data are not accepted unconditionally by the LIS. So it imposes a set of 

adjustments to adapt the accounting data to the tax law's principles and goals. Tax legislator's 

remissions of the result for determination of the tax base in the CIT are numerous. 

 

Table 1: Tax legislator's remissions of the result for the determination of the tax base in the 

CIT 

Source: Author 

 

Castro (2000) interprets, minutely, the article 10.3 of the LIS and conclude that there is a need 

for observation two conditions from the accounting profit to reach the tax base. First, to respect 

all the requirements established by the accounting rules, and second, to make the tax corrections 

imposed by the CIT Law, when they distance themselves from accounting. According to 

Rodríguez (1999), In the moment of taxable base's determination, it is essential on the one hand,  

have very clear the magnitude of the accounting result, elementary condition for its calculation; 

on the other hand, to know the implications that derive from every correction to the accounting 

result. According to article 10.3 of the LIS, although the accounting standards remission act as 

a general rule to taxable base determination, the correction norms must be considered of 

exceptional character (Moreno, 2005). The extraordinary practice of the results' adjustments 

allows the rectification imposed by the tax law, positive and negative extra-accounting 

adjustments concretizes this correction. Thus, it is the corporate income tax statement that 

supports adjustments, and not the accounting. Thus, they are the mechanisms to convert the 

accounting result in a taxable profit, without change the accounting records. The article 131 of 

the 27/2014 Law establish that for the taxable base's determining, the tax administration shall 

apply the rules referred to in article 10.3 of the LIS. About the LIS’s article n.º 131, Chico de 

la Cámara (2006) recognizes that this legal disposition give Tax Authority the faculty to qualify 

Article Matter

Article 10.3 Tax base's calculation general rules

Article 11.3 Revaluations

Article 17.1 Incomes and expenses' imputation

Article 120.1 Taxpayers'accounting obligations

Article 121.1 e 4 Income's presumption due to the outcrop of goods or rights not declared

Article 122.1  Voluntary accounting revaluations

Article 131 Administration faculties to determine the tax base

"Disposición transitoria primera" Temporal application of regularization of LIS' extra-accounting adjustments
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and to interpret the accounting standards because it does not exercise a declarative function of 

the private rights of a mercantile nature, but merely the economic fact's tax classification for 

taxable base's determination. There is no doubt, the Tax Authority can act over the taxable 

income through the pertinent adjusts, but not over the accounting net profit (Ordanza and Ruiz, 

2003). The last, is subject to corrections to achieve the result according to the tax law rules, 

provided that it expressly determines qualification, valuation or imputation's criteria different 

from those considered in the accounting; thus, when the LIS does not contemplate specific rules 

for the basis' determining, it should be understood the tax law accepts accounting criteria 

(Ordanza and Ruiz, 2003). Accounting standards are governed by the generally accepted 

principles (GAP) in the commerce's code and Spanish accounting law, which may lead to the 

understanding that the accounting result does not represent the taxpayer's real ability to pay 

taxes (Chico de la Cámara, 2006). The tax result' calculation from accounting result assumes 

two premises;  first, there is no specific regulation of taxable income and deductible expenses 

since these will be recognized by the accounting rules, with the corrections the law determines 

for each case. Second, it will not be possible to find tax valuation rules, so we will also have to 

resort to the accounting law's valuation rules, and from there, introduce the CIT law's 

corrections (Ordanza and Ruiz, 2003).  

 

3. THE CIT'S STATEMENT 

All the following images represent some parts of the Spanish Corporate Income Tax's 

statement, model 200. This tax declaration determines the tax to pay by the taxpayer (resident 

companies and non-resident's stable establishments). 

 

Image 1: The Spanish Corporate Income Tax’s statement (Model 200) 

Source: Spanish Tax Authority 

 

This picture is representative of the framework presented at point two of this paper.  The first 

line asks for the gains and losses' result, it means the accounting net profit, and then it evidences 

the corporate income tax's corrections.  It demonstrates that, effectively, the starting point for 

companies' income tax calculation is the accounting net income. The following pictures 

represent, as the first one, the LIS's statement. The presentation of it has the main goal to 

evidence two situations: first, the accounting does not support the tax adjustments, the CIT 

statement serves to do it; then, to give an idea tax emendations' quantity that the Spanish Law 

imposes to taxpayers. The adjustments can impose a movement of increase or decrease to the 

net profit. It means that when the accounting recognizes a cost as a net income's negative 

element and the taxation does not accept it as a deductible expense, the taxpayer must do an 

increase correction, in order to eliminate the negative influence in the result.  

 

 

 

 

Image following on the next page 
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Image 2: The Spanish Corporate Income Tax’s statement (Model 200) 

Source: Spanish Tax Authority 

 

There are numerous the amount of possible accounting profit's corrections. As it is possible to 

see in image 2 and 3, the CIT predicts many corrections. The taxpayer need to stay attentive to 

issues such as the depreciation,  donations,  fines and penalties, operations carried out with tax 

havens, temporal imputation's differences,  financial expenses,  game losses,  expenses with 

extinction of the employment relationship, forward transactions, tax benefits, the special 

conditions to smaller companies,  amongst others.  
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Image 3: The Spanish Corporate Income Tax’s statement (Model 200) 

Source: Spanish Tax Authority 

 

4. CONCLUSION   

The treatment difference between accounting expense e fiscal cost comes of the goals and 

principles' difference in the accounting and tax law. The tax domain has the main goal to the 

revenues' collection under the tax justice principles, the accounting dimension searches to the 

production of reliable financial position to help users make the right economic decisions. This 

idea justifies the fact that tax law does not accept some accounting expenses as fiscal spending, 

and subjects the taxpayer to tax corrections under the corporate income tax law dispositions. 

The doctrine considers those adjustments must have exceptional character, but a closer look 

over the tax law and the model 200, it is possible to understand that those corrections are not 

non-usual practice. The amount of situations that can be subject to adjustments are a lot and 

may import a considerable complexity in tax Spanish tax system. 
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