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1. Custard Co purchased an asset costing $1,500. At the end of 20X8, the carrying amount is $1,000. The cumulative depreciation for tax purposes is $900 and the current tax rate is 25%. What is the deferred tax liability for the asset ?
a. $100
b. $200
c. $300
d. $400
Ans: a
2. The units of an item available for sale during the year were as follows:
	
	
	Units
	Cost per unit

	Jan 1
	Inventory
	20
	$15

	Mar 20
	Purchase
	160
	$20

	Jun 14
	Purchase
	200
	$17

	Sep 21
	Sell
	200
	

	Nov 25
	Sell
	100
	

	Dec 2
	Sell
	50
	



What is the value of inventory on December 31 by the first-in, first-out (FIFO) method?
a. $250
b. $340
c. $450
d. $510
Ans: d
3. When did the most recent changes to IFRS 15 become effective?
a. January 1, 2013
b. January 1, 2016
c. January 1, 2018
d. January 1, 2011
Ans: c
4. Tamsin Co’s accounting record shown the following:
	 
	$

	Income tax payable for the year 
	60,000

	Over provision in relation to the previous year 
	4,500

	Opening provision for deferred tax 
	2,600

	Closing provision for deferred tax 
	3,200 


What is the income tax expense that will be shown in the statement of profit or loss for the year?
a.  $54,900
b.  $67,700
c.  $65,100
d.  $56,100 
Ans: d
5. An inventory record card shows the following details.
In February 
1 	50 units in stock at a cost of $40 per unit
7 	100 units purchased at a cost of $45 per unit
14 	80 units sold
21	 50 units purchased at a cost of $50 per unit
28 	60 units sold
What is the value of inventory on 28 February using the FIFO method?
a. $2,450
b. $2,950
c. $3,450
d. $3,000
Ans: b
6. Passion Limited’s year-end inventory on 31 December amounted to $250,000 valued at cost. However, some inventory items were damaged before year-end and will require repair work with an estimated cost of $3,000. The items can be sold for 80% of the cost when repaired. The cost of these damaged goods was $20,000. What is the correct inventory valuation for inclusion in the financial statements
a. $227,000
b. $211,000
c. $224,000
d. $243,000
Ans: d
7. Why is the building where a manufacturing company's factory is located not considered investment property?
a. The cash flows generated from the factory production as a result of the building is independent from the cash flows generated as a result of other assets.
b. The cash flows generated from the factory production as a result of the building is not independent from the cash flows generated as a result of other assets.
c. Historically the company has not seen the value of the building appreciate and does not expect it to in the future
d. The company is planning on moving locations in the next 5 years
Ans: b
8. A manufacturer incurs the following costs: $38,000 developing new techniques that will be put in place shortly to cut production costs; $27,000 researching a new process to improve the quality of the standard product and $10,000 on market research into the commercial viability of a new type of product.
It is company policy to capitalise costs whenever permitted by IAS 38 Intangible Assets.
How much should be charged as research expenditure in profit or loss? (ignore
amortisation)
a. $73,000
b. $37,000
c. $27,000
d. $38,000
Ans: b
9. Exchange rate is the ratio of exchange for __________.
a. two currencies
b. functional currency to local currency
c. local currency to presentation currency
d. operational currency to functional currency
Ans: a
10. Which of the following statements is false?
a. The IFRS Advisory Council is directly accountable to the Monitoring Board.
b. The International Accounting Standards Committee (IASC) was established in June 1973 in London.
c. The IASB and IFRS Interpretations Committee are appointed and overseen by a
geographically and professionally diverse group called the IFRS Foundation Trustees.
d. The IASB is an independent standard-setting board that develops and approves
International Financial Reporting Standards.
Ans: a
11. An entity acquires new technology that will revolutionise its current manufacturing process. The costs are set out below
	Original cost of the new technology
	$2,000,000

	Discount provided
	$400,000

	Staff training incurred in operating the new process
	$500,000

	Testing of the new manufacturing process
	$100,000



The cost that should be capitalised as part of the intangible asset is:
a. $2,200,000
b. $1,000,000
c. $1,700,000
d. $1,500,000
Ans: c
12. An entity purchased an investment property on 1 January 2018, for a cost of $600,000. The property has a useful life of 40 years, with no residual value, and at 31 December 2020 had a fair value of $660,000. On 1 January 2021 the property was sold for net proceeds of $650,000. The company’s accounting policy is to use the fair value model for investment property
What amount will be recognized as part of the profit or loss for the year ended 31 December 2021 that only relates to the disposal of assets?
a. $95,000 Gain
b. $10,000 Loss
c. $550,000 Gain
d. $650,000 Loss
Ans: b
13. Company  XYZ bought some land for $15m in 20X0, revalued it at various dates up to $23m in 20X7, and sold it for $20m in 20X7, but did not receive any cash until 20X8. Ignoring tax, the gain/loss recorded in 20X7 should be:
a. Zero 
b. A gain of $3m
c. A loss of $3m
d. A gain of $21m
Ans: c
14. IAS 21 sets out how entities that carry out transactions in a foreign currency should measure the results of these transactions at the year-end. Using the picklist provided, select which exchange rate should non-monetary items carried at historical cost be measured? 
a.  Closing rate 
b.  Average rate 
c.  Rate at date of transaction
d.  Rate at beginning of the year 
Ans: c
15. The following details apply to a contract where performance obligations are satisfied over time at 31 December 2021
Total contract revenue			$100,000
Costs to date					$60,000
Estimated costs to completion		$50,000
Amounts invoiced				$70,000
The contract is agreed to be 40% complete at 31 December 2021. Determine the amount of contract asset/liability?
a. -$20,000
b. -$14,000
c. $30,000
d. $15,000
Ans: a
16. Which of the following is the correct formula for the Accounting Equation?
a. Assets = Liabilities – Shareholder’s Equity
b. Assets = Liabilities + Shareholder’s Equity
c. Liabilities = Assets + Shareholder’s Equity
d. Shareholder’s Equity = Assets + Liabilities
Ans: b
17. An item of Property, plant & equipment shall be recognized as an asset when.
a. The cost of an asset can be measured reliably (i)
b. It is probable that future economic benefits associated with the asset will flow to the entity (ii)
c. Both (i) and (ii)
d. None
Ans: c
18. Company T purchased a boring machine on 1 January 20X1 for $95,000.
The useful life of the machine is estimated at 4 years with a residual value at the end of this period of $5,000.
During its useful life, the expected units of production from the machine are: 
20X1	10,000 units
20X2	5,000 units
20X3	2,000 units
20X4	1,000 units
What should be the depreciation expense for the year ended 31 December 20X3, using the most appropriate depreciation method permitted by IAS16 Property, plant and equipment?
a. $50,000
b. $25,000
c. $10,000
d. $5,000
Ans: c
19. Caminas Co has the following products in inventory at the year-end. 
	Product
	Quantity
	Cost
	Selling price
	Selling cost

	A
	1,000
	$40
	$55
	$8

	B
	2,500
	$15
	$25
	$4

	C
	800
	$23
	$27
	$5


At what amount should total inventory be stated in the statement of financial position? 
a.  $95,900
b.  $95,100
c.  $103,100
d.  $105,100 
Ans: b
20. You are preparing the financial statements for a business. The cost of the items in closing inventory is $41,875. This includes some items which cost $1,960 and which were damaged in transit. You have estimated that it will cost $400 to repair the items, and they can then be sold for $1,200.
What is the correct inventory valuation for inclusion in the financial statements?
a.	 $40,715
b.	 $40,755
c.	 $41,515
d.	 $42,995
Ans: a
21. ABC vacated its head office building and let it out to a third party on 30 June 20X8. The building had an original cost of $1,000,000 on 1 Jan 20X0 and was depreciated over 50 years. It was judged to have a fair value on 30 June 20x8 of $1,100,000. At the year-end date of 31 December 20X8 the fair value of the building was estimated at $1,200,000
ABC uses the fair value model for investment property 
What amount will be shown in revaluation surplus at 31 December 20X8 in respect of the building 
a.$203,000
b.$270,000
c. $212,000
d.$ 250,000
Ans: b
22. If the costs of a major inspection (for example, aircraft) are capitalised:
a. They must be shown as a separate asset
b. Any remaining costs of a previous inspection must be written off
c. The board of directors must be notified immediately
d. All answers are incorrect
Ans: b
23. Y limited has non-current assets of £100,000, current assets of £50,000, current liabilities of £42,000, and non-current liabilities of £43,000. Using the accounting equation, calculate the figure for equity
a. £65,000
b. £51,000
c. £85,000
d. £150,000
Ans: a
24. What does NOT need to be disclosed in the financial statements?
a. Accounting policies in measuring inventories, including cost formula
b. Amount of inventories recognised as an expense
c. Carrying amount of inventories pledged as security for liabilities
d. Physical count of items in inventory
Ans: d
25. Company M acquired a drilling machine on 1 Jan 20X3 at a cost of $45,000 and depreciated it at 20% per year on a straight-line basis. On 1 Jan 20X5, $5,000 was spent on repairs and maintenance of the machine
According to IAS16 Property, plant, and equipment, what depreciation expense should be recognised in profit or loss for the year ended 31 Dec 20X5?
a. $9,000
b. $10,000
c. $10,667
d. $15,000
Ans: a
26. If an asset incorporates both intangible and tangible elements, it shall be treated under __________.
a. IAS 16 Property, Plant and Equipment (i)
b. IAS 38 Intangible Assets (ii)
c. (i) or (ii), depending on which element is more significant
d. (i) and (ii)
Ans: c
27. Western Management Ltd acquired all the assets and liabilities of Queen Ltd on 31 December 2021. The estimated fair value of assets and liabilities of King Ltd to be taken over are as follows:

	
	Fair value

	Accounts Receivable
	$900,000

	Inventory
	$1,500,000

	Property, plants and equipment
	$2,600,000

	Accounts payables
	$1,500,000

	Note payable
	$300,000



The price paid was $4,000,000
What is the amount of goodwill that would be recorded in the books of Western Management Ltd ?
a. $800,000
b. $3,200,000
c. $4,000,000
d. $2,500,000
Ans: a
28. When an undertaking decides to dispose of an investment property without development:
a. It is reclassified as owner-occupied
b. It is transferred to inventory
c. It continues to treat the property as an investment property
d. None of them
Ans: c
29. Which of the following is/are an exception for the application of IFRS 15?
a. Insurance Contracts 
b. Non-monetary exchanges between entities in the same line of business to facilitate sales to customers or potential customers.
c. Lease Contracts
d. All answers are correct
Ans: d
30. A loan receivable has a carrying amount of $200. The repayment of the loan will have no tax consequences. What will be the tax base?
a. $100
b. $200
c. $0
d. None of them
Ans: b
31. Temporary differences arise:
a. When deferred tax differs from current tax
b. When the carrying amount of an asset or liability differs from its tax base
c. When deferred tax is applied
d. All answers are correct
Ans: b
32. The difference between the carrying amount of a revalued asset and its tax base is a:
a. Temporary difference
b. It can either be a temporary difference or a permanent difference
c. Permanent difference
d. All answers are incorrect
Ans: a
33. X company which is a software company has an accounting year end of 31 December. It makes a sale for $500,000 on 30 June 20X4, to a customer, Brado. This amount includes $470,000 for software and $30,000 for support services for the two years commencing 1 July 20X4. How much revenue should X recognize in the statement profit or loss in the year ended 31 December 20X4?
a.	$500,000
b.	$485,000
c.	$477,500
d.	$470,000
Ans: c
34. A company entered into a contract on 1 January 20X5 to build a factory. The total contract revenue was $2.8 million. At 31 December 20X5 the contract was certified as 35% complete. Costs incurred during the year were $740,000 and costs to complete are estimated at $1.4 million. $700,000 has been billed to the customer but not yet paid. 
What amount will be recognised as a contract asset or liability in respect of this contract in the statement of financial position as at 31 December 20X5?
a. $271,000 contract asset 
b. $509,000 contract asset
c. $271,000 contract liability
d. $509,000 contract liability
Ans: a
35. Which of the following terms agrees with this definition: “profit or loss for a period before deducting tax expense”?
a. Accounting profit
b. Taxable profit
c. Gross profit
d. Operating profit
Ans: a
36. The aircraft requires a planned overhaul each year at a cost of $5.000 every three years. This is a condition of being allowed to fly. How should overhaul costs be recorded?
a. Accrued for over the year and charged to maintenance expenses 
b. provided for in advance and charged to maintenance expenses
c. Capitalized and depreciation over the period  to the next overhaul
d. Charged to profit or loss when expenditure takes place
Ans: c
37. What are inventories measured at?
a. Fair value
b. lower of cost and net realized value
c. market value
d. book value
Ans: b
38. An item of inventory was purchased for $15. However, due to a fall in demand, its selling price will be only $12. In addition, further costs will be incurred prior to sale of $2. What is the NRV? 
a. $7 
b. $8 
c. $10 
d. $11
Ans: c
39. What is the purpose of amortisation?
a. To allocate the cost of an intangible non-current asset over its useful life
b. To ensure that funds are available for the eventual purchase of a replacement non-current asset
c. To reduce the cost of an intangible non-current asset in the statement of financial position to its
estimated market value
d. To account for the risk associated with intangible assets
Ans: a
40. ABC Company, a company specializing in the provision of sports equipment, purchase a property, which the manager decided to rent out for two years to Partition Company by way of an operating lease for $5,000 per calendar month. Which of the following is true
a. The property should be capitalized as PPE and depreciated over an appropriate useful life
b. A lease receivable should be recognized in accordance with IFRS 16
c. The property should be classified as an investment property and measurement using the cost or the fair value model 
d. The units 
Ans: c


