QUESTION 1 INCOME TAX 	(25 Marks)
A. B Ltd has determined its accounting profit before tax for the year ended 30 June 20X1 to be $25,300. Included in this profit are the items of revenue and expense shown below.
	Entertainment expense
	450

	Depreciation expense — Equipment
	500


Additional information
1. The tax depreciation rate for equipment (which cost $2,500 1 year ago) is 50%.
2. Entertainment expense is 50% tax deductible.
3. The company tax rate is 28%.
4. Quarterly income tax instalments paid during the year were:
	30 September 20X0
	$ 2,000

	7 January 20X1
	2,000

	31 March 20X1
	2,000


with the final balance due on 28 July 20X1.
Required
a. Determine the balance of any current tax asset/liability for B Ltd as at 30 June 20X1. 	(8 marks)
	Answer to requirement a.
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b. Prepare the journal entries to recognise the quarterly tax payment and the income tax expense for the year. 	(4 marks)	

	Answer to requirement b.

	Date
	
	
	Debit amount ($)
	Credit amount ($)
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(Note: You may increase/decrease the number of rows to complete your journal entries.)

B.	A company had no deferred tax asset/liability related to sick leave provision at the beginning of the year ended 31 December 20X1, and made no sick leave payment during the year. It reported a provision for sick leave of $20,000 on the statement of financial position as at 31 December 20X1. The tax authority allows a deduction only when sick leave is paid. The company made a sick leave payment of $18,000 during the year ended 31 December 20X2. The tax rate is 28%.
Required
a. Calculate the deferred tax asset/liability arising from the sick leave provision as at 31 December 20X1. Show all your workings. 					(4 marks)
	Answer to requirement a.

	








b. Briefly explain why the figure you calculated in a) is a deferred tax asset or deferred tax liability. 									(3 marks)

	Answer to requirement b.

	







c. Give a journal entry to record the deferred tax impact of the sick leave provision at 31 December 20X1. Provide a one-sentence explanation for the journal.	 (3 marks)
	Answer to requirement c.
	
	
	

	Journal entry
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	Explanation: 





(Note: You may increase/decrease the number of rows to complete your journal entries.)

d. Give a journal to record the deferred tax impact of the sick leave payment during 20X2. Provide a one-sentence explanation for the journal. 			(3 marks)
	Answer to requirement d.
	
	
	

	Journal entry
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	Explanation:







(Note: You may increase/decrease the number of rows to complete your journal entries.)

