COMMERCE 450							 	         ASSIGNMENT 4B
FALL 2012							  	            DUE: November 8, 2012

Question 1 (18 marks)
The following information is available with respect to the income tax accounts of Colca Corporation as at December 31, 2011:
	Tax loss carried forward from 2010					$200,000
	Undepreciated capital cost of amortizable capital assets			$600,000
	Net book value of amortizable capital assets				$750,000
	Future income tax asset (loss carry-forward)				$  80,000
	Future income tax liability (capital assets)				$  60,000
	
The following information is available with respect to the company’s year ended December 31, 2012:
	Accounting income before income taxes					$950,000
	Amortization expense							$120,000
	Capital cost allowance claimed						$140,000
	Non-taxable dividend income 						$  50,000
	Non-deductible expenses						$  10,000
		
· The income tax rate for 2012 was 38%.  No changes had been announced with respect to changes in future income tax rates.

Required:
a) Calculate the current and deferred (future) income tax expense amounts for Colca Corporation for its year ended December 31, 2012.  

b) Prepare a reconciliation between the accounting income before income taxes at the statutory tax rate for the year and the amount of income taxes reported in the company’s income statement.
* * * * *
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Question 2 (12 marks)
Iridium Industries Inc. commenced business on January 1, 2007.  The following information is extracted from its accounting and tax records for 2011 and 2012:
	
	
	2011
	
	2012

	Accounting income (loss) before income taxes
	
	  (500,000) 
	
	         400,000 

	Income tax rates
	
	35%
	
	35%



The company had taxable income in its first four years of:
2007		$30,000
2008		$40,000
2009		$40,000
2010		$60,000
Tax rates from 2007 through 2010 were 33% for all years.
During the six years, the company had no permanent differences and no temporary (reversing) differences.
Required:
If Iridium Industries Inc. reports in compliance with the International Financial Reporting Standards and accounts for income tax expense using the accrual method:

a) Prepare journal entries for the company’s income taxes for 2011 and 2012 if the company’s management considered the utilization of the tax loss carry-forward to be more likely than not (probable) when preparing its 2011 financial statements?

b) Prepare journal entries for the company’s income taxes for 2011 and 2012 if the company’s management considered the utilization of the tax loss carry-forward to be less likely than not (not probable) when preparing its 2011 financial statements?

* * * * *
END OF ASSIGNMENT

