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Master Questions by Jai Chawla Sir

12. AS 22 - ACCOUNTING FOR TAXES ON

CA Inter Advanced Accounts

INCOME

Question 14:

Joy Ltd. wishes to calculate deferred tax as on 31st March 20X5. The Balance

adjusted by current tax expense.
Summarised Balance Sheet as on 31st March 20X5:

Cj XY -x<

ASSETS 4
Non-current Assets
Property, Plant and Equipment 12,00,000
Intangible Assets-Product Development Costs 60,000
Investment in Subsidiary - Pall Ltd. 4,40,000
Current Assets \
Trade Investments dbg—_ﬁ e} OF 2,08,000
Trade Receivables 6,26,000
Inventories 3,04,000
Cash and Cash Equivalents 1,80,000
TOTAL ASSETS 30,18,000
EQUITY & LIABILITIES 4
Equity
Share Capital 12,00,000
Accumulated Profits 7,37,438
Revaluation Surplus 88,000
Non-current Liabilities
Deferred Income - Government Grants 40,000
Liability for Product Warranty Costs 16,000
Deferred Tax Liability (From 20X3-20X4) 01?3’)5 ' ch 22, 122\
Current Liabilities
7,64,000
/% Care Benefits for Employees 7 70,000
e (Nthese Co: Lvab 80,400
TOTAL EQUITY & LIABILITIES 30,18,000

Notes:

Sheet has been

CJ 2000 Lok

Depreciation expense for the year 20X4-20X5 allowable in accordance with tax laws is X
2,06,000. Accounting depreciation included in operating costs is X 1,70,000. Cost of PPE
is ¥ 16,00,000 and Joy Ltd has deducted expenses of X 4,16,000 in its tax returns prior to

the financial year 20X4-20X5.

In 20X1-20X2, Joy Ltd incurred product development costs of * 1,00,000. These costs were
recognized as an asset and being amortized over useful period of 10 years. For tax
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purposes, Joy Ltd deducted full product development costs in 20X1-20X2.
Trading investments were acquired in 20X3-20X4 with cost of ¥ 2,30,000. These

\ —— —————P
investments are marked to market through profit and loss and thus recognized at their fair
value. Fair value adjustments are not tax deductible.
(d}» Bad debt provision amounts to % 1,30,000 recognised during the year and Tax law
\

allows deduction in the year of actual bad debts. Actual bad debts have not occurred in
the current year.

/(e)/Joy Ltd accounts for inventory obsolescence provision. New provision created in 20X4-
) 20X5 was X 10,800 (total provision: X 18,000). This provision is not tax deductible, as it is
a general provision. =

‘)Q/Government grants are not taxable. Government grant received in 20X4-20X5 is
\ L v
appearing in the balance sheet. PCU-(mQYl sd— BrFF '

n 20X4-20X5, Joy Ltd made a further provision for product warranty of ¥ 5,000. Such
provisions for product warranty costs are not tax deductible until the claims are paid or

settled. During the year 20X4-20X5, warranty claims were r;l-id/settled fir % 6,200.>
wMuring the year 20X4-20X5, Joy Ltd has introduced health care benefits oyees.
The expenses are allowable as deduction in tax only when benefits are paid but in line with
Ind AS 19, such lighjlity is récognized in profit or loss when employees provide service.

Assume the tax rate i A%Vm e ACCQM—-\:_QS ‘:fw O/ = <0 ]a n.

fe{):f (P&
Claledotioon OF rﬁ\xabfe Q;M & “loxen

PQ)'J“"MC'UED Awd" : -—:ﬁ.‘m mq Dife, BT

A/c_ﬁm %"9.00» 660

(+) Dep {?n'gfo( onb; | Fo000 26000
| “Taxakiz
) Depyeciedion an Qoboos
< ) {ﬁgeu “Towx < ° )
() Nitallawe d 19000 DTL Yevane] 200 (z__ﬁl
aruvh'ted Produd—
(bf’vdgp- (&t
UVl'fCﬂvo\._StCL)
A vsellsed
(-+) prov. for B.D \20000 Deduetrbe. -leébo (A)
o rsedhused]

Qo (L)

V'Smart Academy Page | 37




(.:‘_3 onvc'&é;u\ Foy l0&o6 Deduchste  Sycg (A)
Tv obhlesarces
e ¢
G“’) Fvov-'s-'w\ for Soe
F :ﬁ ( ] %x&b{ﬁ ( >
Y Wi y 200 —J@dva Mecuibion
2 Nee i
) provition for Health  “foono Dedudble 400 (A
PC;N{ Benef-< ( >
'S @llowsest
qixab(c Totms _39\0&” 00 6@92
(et~ o 10 2SF90 v
673(,)9\@ 3. DTA D
&) DT Tnoowe (Cro2 "o DT Trpent
(B7’1¥ era_cu—ed) /N
—Tox Cocpermt = G656 080
- BJe |
Pecet-
DT A (fnqa> (92 | Y3630 DTA
9 opn3 L @2162,) (Now Gormest=

ey




