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PERFECT ENGINEERING PRODUCTS LTD. 

OTHER NOTES FORMING PART OF THE FINANCIAL STATEMENTS AS ON 31-03-2021 

A qualifying asset is an asset that necessarily requires a substantial period of time to get ready for its intended use 
or sale. All other borrowing costs are recognised as an expense in the period in which they are incurred. 

o. Taxation

(i) Provision for current tax is made on the basis of estimated taxable income computed in accordance with the
provisions of Income Tax Act 1961.

(ii) 
Deferred tax is recognised on timing differences between the accounting income and the taxable income for the 
year and quantified using the tax rates and laws enacted or substantively enacted as at the Balance Sheet date. 

(iii) Deferred tax assets are recognised and carried forward to the extent that there is a reasonable certainty that
sufficient future taxable income will be available against which such. deferred tax assets can be realised.

p. Contingencies and Events occurring after the date of Balance Sheet

Accounting for contingencies (gains and losses) arising out of contractual obligations are made only on the basis of
mutual acceptance. Events occurring after the date of balance sheet are accounted for upto the date of approval of
the accounts by the board of directors where material.

q. Provisions, Contingent Liabilities and Contingent Assets

Provisions are recognised for liabilities that can be measured only by using a substantial degree of estimation, if

(i) The company has a present obligation as a result of a past event
(ii) A probable outflow of resources is expected to settle the obligation and

(iii) The amount of obligation can be reliably estimated

Reimbursement expected in respect of expenditure required to settle the provision is recognised only when it is 
virtually certain that the reimbursement will be received. 

Contingent liability is disclosed in the case of 

(i) Present obligation arising from a past event, when it is not probable that an outflow of resources will be
required to settle the obligation.

(ii) A possible obligation, unless the probability of outflow of resources is removed.

Contingent assets are neither recognised nor disclosed. 

Provisions, contingent liabilities and contingent assets are reviewed at each balance sheet date. 

All contingent liabilities are adequately disclosed in the Notes on Accounts. 

Contingent Liabilities 
(i) Sales Tax Liability
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