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What is the difference between financial reporting and tax reporting? 
Introduction 
Every company and person are supposed to remit their revenues every year. Tax reporting is done for the government to calculate how much tax each has to pay. Financial reporting entails the recording of transactions of a company then recording them on financial statements (Manzon & Plesko, 2001). Accepted accounting procedures are used to make sure there is uniformity in the presentation of financial statements the same cannot be said for tax reports. Information created for tax purposes may thus differ from the data prepared for financial accounting reasons. The following are the major differences between financial reporting and tax reporting. 
Cash basis and accrual basis
These are methods that are used when recording transactions of a company on the day to day basis. Accrual basis is mostly used by financial reporting since it gives real-time balances of revenue, expenses and profits of a company (Manzon & Plesko, 2001). Cash basis is mostly used due to tax reporting where they look at how much money has been paid out and how much has come into the business. Since tax reports are prepared after an extended period cash basis ensures that in that period, most of the transaction would have been paid.  
Treatment of depreciation
Companies use different methods for both accounting and tax purposes; there are two methods a valuing depreciation, straight line and accelerated. Accounting requires that a company values its depreciation of assets on a straight line where the percentage of decrease is equal all through the useful years of an asset (Gibson, 2008). Depreciation is tax deductible thus the accelerated method is more applicable to tax where a company can depreciate its assets at a faster rate to reduce the burden. 
Treatment of inventory
There are two major ways in which companies use to record their inventory they include; first in first out which is more applicable to tax reporting since prices of products change and products bought on a previous date may be cheaper than the ones obtained at a current time (Gibson, 2008). This change in price may increase the tax to be paid thus companies prefer this method since it reduces the amount to be paid. Accounting uses last in first out since it shows how much has been spent and thus the company can adjust pricing of its products to counter the change. 
What is the benefit of businesses having two separate books?
The benefit that can be accrued from having two sets of books of account is that a business can prepare financial statement used in security exchange market (Gibson, 2008). This help in attracting investors and deterring trade commissions. It will show the investors how rich the company is hence ability to convince shareholders to buy their stock.  
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