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ASSIGNMENT No. 1

Total Marks: 100
Pass Marks: 40/50

Q. 1









            (20)

a. What are the objectives and key components of the Conceptual Framework for Financial Reporting issued by the IASB? How does this framework guide the development of IFRS and assist preparers and users of financial statements in making informed decisions?

b. Explain the process of setting International Financial Reporting Standards (IFRS) and the role of the International Accounting Standards Board (IASB) in this process.

Q. 2









               (20)

Explain the key objectives and requirements of IAS 1 in relation to the presentation of financial statements. Discuss the primary components that must be included in a complete set of financial statements according to IAS 1 and the importance of fair presentation and compliance with IFRS in enhancing the usefulness of financial information.

Q. 3









            (20)

a. Describe the objective and scope of IAS 2. Discuss the key measurement principles for inventories under IAS 2 and the criteria for determining the cost of inventories. How does IAS 2 ensure the reliability and relevance of inventory valuation?

b. A company has the following inventory information for the month of January:

· Opening Inventory: 500 units at $10 each

· Purchases:

· 200 units at $12 each on January 10

· 300 units at $11 each on January 20

· Sales: 400 units at $15 each on January 25

Calculate the value of ending inventory and cost of goods sold (COGS) using the FIFO (First-In, First-Out) method.

c. XYZ Ltd. has inventory that costs $50 per unit. The company expects to sell the units for $55 each, but the cost to complete and sell each unit is estimated at $7. According to IAS 2, determine the Net Realizable Value (NRV) per unit. Should the inventory be written down, and if so, by how much?

Q. 4









            (20)

a. Differentiate between changes in accounting estimates and corrections of prior period errors under IAS 8. Provide examples of each and discuss their implications on financial reporting.

b. For each of the following transactions/events, you are required to set out the accounting treatment with reference to IAS 8.
a. The equipment that Indus Engineering manufactures is sold with a 5-year warranty. Because of a production breakthrough, Indus reduced its computation of warranty costs from 3% of sales value to 1% of sales value. 

b. Indus instituted a pension plan for all employees in the current year; Indus has not previously had a pension plan.

c. As a result of a production breakthrough, it has been determined that manufacturing equipment previously depreciated over 15 years should be depreciated over 20 years. 

d. Indus changed from FIFO to average cost to account for raw materials and work-in-progress inventories.

e. Indus changed its method of depreciation of office equipment from an accelerated method to the straight-line method to reflect costs more closely in later years.

Q. 5









               (20)

A.
Discuss the classification of cash flows under IAS 7 – Statement of Cash Flows. Explain how cash flows are categorized into operating, investing, and financing activities, and justify the rationale behind this classification.
B.
Classify the following transactions as Operating, Investing, or Financing activities according to IAS 7:

a) Cash paid to suppliers for raw materials

b) Cash received from customers for services rendered

c) Proceeds from the disposal of land

d) Repayment of long-term bank loan

e) Interest paid on borrowings

f) Proceeds from the issue of share capital

g) Purchase of long-term investments

h) Rent paid for office premises

i) Dividend received from investment in equity shares

j) Income tax paid during the year

k) Purchase of machinery on cash

l) Redemption of preference shares

m) Advance paid to employees

n) Interest received on bank deposit

o) Depreciation charged on machinery

p) Payment of the lease liability principal portion

q) Loan advanced to an associate company








ASSIGNMENT No. 2

Total Marks: 100
                                                                                     Pass Marks: 50

Q. 1









               (20)

A company has purchased a large item of plant. The following costs were incurred. 

	List price of the machine
	Rs. 1,000,000
	Cost of site preparation
	Rs. 200,000

	Trade discount given
	                         50,000
	Architect’s fees
	15,000

	Delivery cost
	                          100,000
	Administration expense           
	150,000

	Installation cost
	125,000
	Redeployment Cost
	35,000


Local government officials have granted the company a license to operate the asset on condition that the company will remove the asset and return the site to its former condition at the end of the asset’s life. The company has recognized a liability of Rs. 350,000 in respect of the expected clearance cost. You are required to calculate the cost of the plant, prepare necessary journal entries and relevant ledger accounts throughout the useful life of the machine, which is expected to be 4 years with zero residual value. 

Q. 2









            (20)


(a) Explain the principles of revenue recognition under IAS-18 in respect of: (i). Sale of goods (ii). Rendering of services (iii). Revenue arising from the use of the entity’s assets by others, including interest, royalties, and dividends

(b) Calculate the amount of Revenue to be recognized in the following cases:

	i.
	Cost incurred to date   Rs. 60,000
Total estimated cost   Rs. 240,000
Total contract revenue  Rs. 480,000
	iii. 
	Cost incurred     Rs. 90,000
Work certified    Rs. 72,000
Total contract revenue  Rs. 360,000

	ii.
	Cost incurred     Rs. 30,000
Work completed    40%
Total revenue    Rs. 150,000
	iv.
	Cost incurred     Rs. 35,000
Total revenue    Rs. 800,000
Stage of completion  Not reliably measurable


Q. 3









            (20)


Differentiate between events that provide evidence of conditions existing at the reporting date and events that are indicative of conditions arising after the reporting period as per IAS 10 – Events after the Reporting Period. Provide relevant examples.


Further, classify the following events as adjusting or non-adjusting events, giving brief reasons:

a) A major customer owing Rs. 250,000 at year-end was declared bankrupt two weeks after the reporting date.

b) After year-end, a fire destroyed inventory worth Rs. 5 million stored in a warehouse.

c) A court case pending at the reporting date was settled after year-end, confirming the entity’s obligation to pay damages.

d) Shares were issued at a premium after the reporting period but before authorization of financial statements.

e) Subsequent valuation revealed that an asset was impaired at the reporting date due to technological obsolescence.
Q. 4









               (20)

The balance sheet of Raza Corporation at year-end December 2021 reflects the following status:

	      
	Rs.000
	Loan
	Rs. 000

	Plant under installation
	2,500
	Bank loan 18%
	2,000

	Other assets
	7,500
	Bank loan 20%
	2,500

	
	
	Bank loan 22%
	 1,500

	
	
	
	6,000

	
	
	Shareholders’ equity
	4,000

	
	10,000
	
	10,000


All Loans were brought forward from the year 2020. Expenditure (in Rs. 000) incurred on Plant as: 1st May, 1,200/-; 1st July, 800/- 1st November, 500. You are required to: (i) calculate the capitalization rate and total borrowing Cost (ii) find the cost of a qualifying asset                                                                                                                                          

Q. 5









               (20)

a. Explain the measurement principles applicable to Property, Plant and Equipment (PPE) after initial recognition under IAS 16. How does an entity choose between the available measurement models?

b. Discuss the cost model under IAS 16. Explain how depreciation and impairment are treated under this model and analyze their effect on the statement of financial position and profit or loss.
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