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09.01.2019 International Financial Reporting exam.

1. Describe conventions for balance sheet measurements according to the IFRS framework.
Tlustrate how these conventions apply to assets using specific topics covered during the
course (e.g., long-lived assets, inventory, receivables, tax reporting). Which of the
measurement conventions is most/least relevant? Which one is most/least representationally
faithful? Why?

2.

Avillion Corporation had a $45,000 debit balance in Accounts receivable and a $3,500 credit m
‘balance in Allowance for uncollectibles on December 31, 201 L. The company prepared the

following aging schedule to record the adjusting entry for bad debts on December 31, 201 L. Determining allowance for

uncollectibles (LO 1)

Expected
Age of Receivables Amount Bad Debts
0-30 days old $30,000 5%
31-90 days old 10,000 11
Over 90 days old 5,000 30

. Qn ]anuary 1, 2012, the company learned that one of its customers (Smith Corporation),
‘Which owed $2,000, had filed for bankruptcy and could be unable to pay the amount due.

Il pay 60 cents on the dollar for the amount owed to its creditors.

_.M“Y 7,2012, Avillion Corporation received a check from Smith Corporation for the
AHount indicated by the court.

de journal entries to record the preceding transactions in Avillion’s books, In addi-
using the following table format, show the effects of each transaction on the follow-
ﬁfjdal statement items. Clearly indicate the amount and the direction of the effects
+" for increase, “—* for decrease, and “NE” for no effect).

Net Cash Flow
Assets Liabilitles Income from Operationg

Direction of effect
Dollar amount ol effect

2. Assume that Aviltion had instead prepared the following aging schedule on December 31,

2011
Expected
Age of Receivables Amount Bad Dechts
0-30 days old $30,000 3% -
31-90 days old 10,000 8
Over 90 days old 5,000 22

Reda requirement (1) using the revised aging schedule.
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Mozart Inc’s $98.000 taxable income for 2011 will be taxed at the 40% corporate tax rale. For

tax purposes, its depreciation expense exceeded the depreciation used for financial reporting

purposes by $27,000. Mozart has $45,000 of purchased goodwill on its books; during 2011, the Converting from taxable
company determined that the goodwill had suffered a $3,000 impairment of value for financial INESMETta bgokiincame
teporting purposes. None of the goodwill impairment is deductible for tax purposes. Mozart o249
purchased a three-year corporate liability insurance policy on July 1, 2011, for $36,000 cash.

The entire premium was deducted for tax purposes in 2011.

00 - .
Required: 3 (j 0 L0 00
1. Determine Mozart’s pre-tax book incorue for 2011,

L, Uy 00°

2. Determine the chuanges in Mozart’s deferred tax amounts for 2011. -~ 10 00 Q
3. Calculate tax expense for Mozart Inc. for 2011,






