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however, and recent developments in accounting may be increasing divergence
rather than reducing it. Despite the strong arguments in favor of conformity, there
are also good reasons for some divergences, meaning that the most likely outcome
in any system, whatever the starting point, is partial convergence. The problem
with a hybrid outcome of this kind is that, at the point of divergence, there can be
conceptual confusion and difficulties in integrating and managing two
conceptually very different rule systems. Clarity of the relationship between the
rules and improved accounting disclosure requirements might be more important
than convergence, and might be achieved with less distortion to either tax or

financial accounting. The current U.K. position is used to illustrate these points.
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(2003) and EUROPEAN COMMISSION, Summary report on results of
consultation (2003) (both to be found on

www.europa.eu.int/comm/taxation customs/taxation/consultations/ias.htm);
Communication from EU Commission (2003) (COM 2003 726 final) An
Internal Market without company tax obstacles: achievements, ongoing
initiatives and remaining challenges (see http://europa.eu.int/eur-
lex/en/com/cnc/2003/com2003 0726en01.pdf).
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57 Commission Non-Paper to informal Ecofin Council, September 10 and 11,
2004, A Common Consolidated EU Corporate Tax Base (see
http://ec.europa.eu/taxation customs/resources/documents/taxation/company

tax/common tax base/CCTBWPNon Paper.pdf).
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proposals to further align capital gains taxation with corporation tax. These

proposals have not been adopted to date.
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03 For an example see the Finance Act 2006 definition of funding leases which
goes beyond the accounting definition of finance lease: CARSON, Traditional

Equipment Leasing, The Tax Journal, October 23, 2006, 11.
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05 For a more detailed history of the introduction of this provision see
FREEDMAN, supra note 6.
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74 For some examples of such cases see FREEDMAN, supra note 6. On the
question of the capital/revenue divide being a question of law see the
unequivocal statement of Lord Denning in Heather v P E Consulting Group
Ltd, [1972] 48TC293: “The courts have always been assisted greatly by the
evidence of accountants. Their practice should be given due weight; but the

courts have never regarded themselves as being bound by it. It would be
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case?, The Tax Journal, April 9, 2007, 6, their Lordships made the case seem
so simple that they left us with a real problem to understand why it ever got

as far as it did; this suggests some over-simplification of the issues.

Google Scholar

80 [1956] AC 85.
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81 Following this decision, LIFO was rarely considered to be good accounting
practice either: contrast the U.S. where LIFO appears to have been used for
tax reasons and attempts to limit this by a statutory conformity requirement

failed because everyone accepted that this figure would be tax driven and
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85 As explained by Lightman J [2005] STC 958 at para. 39.
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86 [2005] STC 958 at para. 36.
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87 See supra note 74.
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88 See TRUMAN, supra note 82.
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which comes close to the accounting treatment. 93 Finance Act 2006,

Schedule 8 amending Capital Allowances Act 2001.
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94 For examples of such a response under the present system, see, in addition to
Gallagher v Jones, the cases on “judicial gap filling” discussed in FREEDMAN,

supra note 0, at 87 et seq.
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95 KING/ THORNHILL, supra note 1, at 26-27; NOBLES/SCHIFF, A Sociology of
Jurisprudence (2006).
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100 HUBBARD (panel member), Presentation on Tax Accounting versus

Commercial Accounting, IFA Congress 2006.
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101 KNOTT/ ROSENFELD, supra note 5, Part II, discuss the issues of publication
of tax returns and the Schedule M-1 reconciliation of book and tax accounts.
See also MANZON/PLESKO, The Relation Between Financial and Tax
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Return Information: Accounting, Economics and Legal Perspectives, 56
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