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The FASB exposed the proposed
statement for public comment on
June 5, 1991. As a result, the SEC
issued SAB No. 91. Institutions that
make securities filings with the OTS
must comply with SAB No. 91
(attached) in their securities filings
until the proposed statement is
adopted. 

Per SAB No. 91, institutions that
applied the “two-difference
method” under SFAS No. 96 or the
“annual method” under Accounting
Principles Board Opinion No. 11,
“Accounting for Income Taxes”
(“APB Opinion No. 11”), before
May 10, 1991, may continue to rec-
ognize the deferred tax benefit.
However, the deferred tax benefit
should not increase and should
reverse when the bad debt provi-
sions or bad debt reserve reverse.
Also, such institutions should adopt
the “one-difference method” under
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General Policy 

In general, the OTS believes there
are valid reasons to recognize the
deferred income tax benefits asso-
ciated with an institution’s book bad
debt reserves, even though the insti-
tution has not recognized the
deferred income tax liability related
to its tax bad debt reserve. However,
the Financial Accounting Standards
Board (“FASB”) has proposed in an
amendment to SFAS No. 96,
“Accounting for Income Taxes,” that
a potential deferred tax asset should
be recognized only if the difference
between the tax bad debt reserve
and the book bad debt reserve is a
net deductible temporary difference.
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SFAS No. 96 or the “cumulative
method” under APB Opinion No. 11
on a prospective basis for periods
beginning on or after July 1, 1991,
and make the additional disclosures
as described at SAB No. 91 - Ques-
tion 3.

Although the OTS only requires
prospective application, SAB No. 91
encourages institutions to adopt the
“one-difference method” under
SFAS No. 96 or the “cumulative
method” under APB Opinion No. 11
and report it as a change in account-
ing principles. The reversal of previ-
ously recognized income tax benefits
would be included in the reported
cumulative effect. SAB No. 91 will
accept retroactive restatements of
previously filed financial statements
as an alternative. Any required
accounting adjustments should be
made in the current period for pur-
poses of the Thrift Financial Reports.

                                             Attachment
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Handbook: Thrift Activities
Subject: Tax Issues

Summary:  This Thrift Bulletin discusses accounting practice for income tax benefits associated with bad debts. The
attached Securities and Exchange Commission (“SEC”) Staff Accounting Bulletin No. 91 (“SAB No. 91”) provides
interim guidance for public institutions until the proposed amendment to the Statement of Financial Accounting
Standards No. 96, “Accounting for Income Taxes” (“SFAS No. 96”) is adopted. Institutions that make securities
filings with the OTS must comply with SAB No. 91 in their securities filings. 

Accounting for Income Tax Benefits Associated with Bad Debts

—Jonathan L. Fiechter
                             Deputy Director for

Washington Operations 
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TB 49 was rescinded 12/15/92.  Rendered obsolete by FAS 109






















