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ADM4348 SPECIAL TOPICS IN FINANCIAL ACCOUNTING
Professor: Sheldon Weatherstone and Kevin Petit-Frere – FALL 2015
Assignment #2 
A paper copy of the solution is due in class on the date mentioned in the syllabus


You started working at Coco ltd. and the controller (your boss) wants you to prepare both the income statement and the tax return for the year ended December 31, 2015. Knowing that you are a little green, she provides you with a list of items creating differences between accounting and taxable income:
1.	Coco sold a tractor during the year for $300,000 that had cost $150,000 to manufacture. For tax purposes, one-third of the profit on the sale of tractors is deferred until the year after the sale. The full profit is included in accounting income for 2015.
2.	The company depreciates all of its property, plant and equipment using CCA for tax purposes and straight-line for accounting purposes. This resulted in $60,000 excess CCA over accounting depreciation. 
[bookmark: _GoBack]3.	During the year, an accrual of $70,000 relating to closing costs is made for an operating segment that will be disposed of during the 2016 year. For tax purposes, these costs will only be deductible when they are paid out in 2016.	
4.	A building was sold for $200,000. A relating gain of $10,000 was recorded in Coco’s book for the 2015 year. Only 50% of that gain is taxable. 
5.	During the year, meals and entertainment expenses of $50,000 were incurred. For tax purposes, only half of these costs are deductible.
6.  An ex-employee is suing Coco for wrongful dismissal and per consultation with Legal Counsel this amount is expected to be paid in 2016. As a result, an accrual of $100,000 is made in 2015. For tax purposes, these costs would only be deductible when paid out.

Coco is public and uses IFRS. Per further discussion with the controller you find out that Income before income taxes for the year is $1,000,000.  The currently enacted income tax rate (and for the foreseeable future) is 32%. Except for those items mentioned above, there are no other differences between book and taxable incomes. 


Instructions 
 (a)	Calculate the taxable income and income tax payable for 2015. 
(b)	Prepare a schedule of any future taxable/deductible amounts at the end of 2015. 
(c)	Prepare a continuity schedule(s) of the future income tax asset and/or future income tax liability at the end of 2015. 
(d)	Calculate the future income tax expense (benefit) for 2015.
(e)	Prepare the journal entry (ies) recording income tax expense, income tax payable and future income taxes for 2015. 
(f)	How would the income tax expense and any future income taxes be disclosed on the financial statements (i.e. the Statement of Comprehensive Income and the Statement of Financial Position)? 
(g)	Prepare the Effective Tax Rate Note to the 2015 financial statements. 
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