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Answer all questions using appropfiate accounting treatments prescribed by IFRS. Answer the

questions in the order they appear. GE{XIg IFRS ZH EEEFARRE - iﬁﬁf&%%ﬁlﬂﬁf?{’?% ° }

Use the following tables if required present value factors are not given by the questions.

1.

PRESENT VALUE OF §1

periods 1 2 3 4 5 6 7 8 9 10
3% 0.970874 | 0942596 | 0915142 | 0.888487 | 0.862609 | 0.837484 | 0.813092 { 0.789409 | 0.766417 | 0.744094

45% | 0.956938 | 0.015730 | 0.876297 | 0.838561 | 0.802451 | 0.767896 | 0.734828 | 0.703185 | 0.672904 " 0.643928

6% 0.943396 | 0.889996 | 0.839619 | 0.792094 | 0.747258 | 0.704961 | 0.665057 | 0.627412 | 0.591898 | 0.558395

8% 0.925926 | 0.857339 | 0.793832 | 0.735030 | 0.680583 | 0.630170 | 0.583490 | 0.540269 | 0.500249 | 0.463193

9% 0917431 | 0.841680 | 0.772183 | 0.708425 | 0.649931 | 0.596267 | 0.547034 | 0.501866 | 0.460428 | 0.422411

PRESENT VALUE OF AN ORDINARY ANNUITY OF §$1
periods 1 2 ) 4 5 6 T 8 9 10
3% 0.970874 | 191347 | 2.828611 | 3.717098 | 4.579707 | 5417191 | 6.230283 | 7.019692 | 7.786109 | 8.530203

4.5% | 0956938 | 1.872668 | 2.748964 | 3.587526 | 4389977 | 5.157872 | 5.892701 | 6.595886 7.268790 | 7.912718

6% 0.943396 | 1.833393 | 2,673012 | 3.465106 | 4212364 | 4.917324 | 5582381 | 6.205794 | 6.801692 | 7.360087

8% 0925926 | 1.783265 | 2.577097 | 3.312127 | 3.992710 | 4.622880 | 5206370 | 5.746639 | 6.246888 | 6.710081

9% 0917431 | 1759111 | 2.531295 | 3.239720 | 3.889651 | 4.485919 | 5.032953 | 5.534819 | 5.995247 | 6417658

(10 points) Prosperity Company has 1,000,000 ordinary shares outstanding during 2011. Prosperity
issues 2,000 convertible bonds at the beginning of 2011. The bonds have a three-year term, and are issued
at par with a face value of $1,000 per bond, giving total proceeds of $2,000,000. Interest is payable
annually in arrears at a nominal annual interest rate of 6%. Each bond is convertible at any time up to
matﬁrity into 250 ordinary shares. Prosperity Company has an option to settle the principal amount of the
convertible bonds in ordinary shares or in cash. When the bonds are issued, the prevailing market
interest rate for similar debt without a conversion option is 9%. At the issue date, the market price of one
ordinary share is $3. Income tax is ignored.
In addition, an agreement related to a recent business combination provides for the issue of additional
ordinary shares based on the following conditions:
(a) 5,000 additional ordinary shares for each new retail site opened during 2011.
(b) 1,000 additional ordinary shares for each $1,000 of consolidated profit attributable to ordinary
equity holders of the parent company in excess of $2,000,000 for the year ended December 31,
2011.
Suppose two retail sites opens during 2011. The first retail site is opened on May 1, 2011 and the second
retail site is opened on September 1, 2011. Consolidated year-to-date profits attributable to ordinary
equity holders of the parent company is $2,900,000 as of December 31, 2011.

Required:
Compute Prosperity Company's basic and diluted EPS based on the consolidated financia) statements for
the year ended December 31, 2011,
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(14 points) On January 1, 2010, Bernard Company engaged City Construction Corporation to construct a
new building. To help finance the construction, Bernard Company issued a $1,800,000, 3-year, 12% note
payable on Januéry 1, 2010, with interest payable at December 31 of each year. The construction of the
building was completed on June 30, 2012. Payments made by Bernard Company to City Construction
Corporation are shown in the schedule below.

January 2%, 2010 $1,500,000
April 1%, 2011 4,256,000
March 31%, 2012 3,594,400

Other debt outstanding is provided as follows.
(a) 14%, 5-year bond issue of $3,600,000 sold at par on January 1, 2007, with interest payable annually.
(b) 10%, 10-year bond issue of $6,400,000 sold at par on July 1, 2009, with interest payable annually.

Bernard Company did not issue any other liabilities during the construction period. Unused funds from
issuing the note were temporarily invested in short-term marketable securities, yielding an average rate
of return of 10%.

Required:
(1) Determine the amount of interest to be capitalized in 2010, 2011, and 2012. Round your answers to

the nearest dollar.

(2) Compute the depreciation expense for the year ended December 31, 2012. Bernard Company elected
to depreciate the building on a straight-line basis and determined that the asset has a useful life of 10
years and zero residual value,

(10 points) Fairfield Company enters into a share-based payment agreement with its CEO on January 1,
2016. This agreement grants the CEQ the right to receive either 1,000 ordinary shares worth of cash or
1,200 ordinary shares worth of ordinary stock if CEO continues to serve the company for the next three
year. The agreement provides Fairfield Company with the right to choose whether to settle this
share-based payment in cash or in ordinary stock. If Fairfield elects to grant ordinary stock, the CEO is
not allowed to transfer the received shares for the three-year period subsequent to the vesting date.

The market price of Fairfield's ordinary stock is $45 per share at the grant date. Fairfield estimates that
the fair value of the ordinary stock, after taking into account the transfer restriction is $37.5 at the grant
date. The market price for Fairfield's ordinary stock is $42, $51, and $48 per share at the end of 2016,
2Q17, and 2018. Fairfield does not expect to pay out any dividend for the next three years.

Required:

Prepare necessary entries related to Fairfield's share-based payment agreement based on the following
assumptions:

(1) Fairfield has a present obligation to settle the share-based payment in cash when the agreement is
reached. )

(2) Fairfield has NO present obligation to settle the share-based payment in cash when the agreement is
reached. And upon settlement, Fairfield elects the settlement alternative with the higher fair value at
the date of settlement.
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4. (8 points) Menachem Inc. had the following transactions during 2010.

(2) On April 1, 2010, Menachem Inc. sold a patent to Penny Company in exchange for a $200,000
zero-interest-bearing note due on April 1, 2012. There was no established exchange price for the
patent, and the note had no ready market, The prevailing rate of interest for a note of this type at
April 1, 2010, was 12%. The present value of $1 for two periods at 12% is 0.797. The patent had a
carrying value of $40,000 at January 1, 2010, and the amortization for the year ended December 31,
2010, would have been $8,000. The collection of the note receivable from Penny is reasonably
assured,

(b) On July 1, 2010, Menachem Inc. sold a piece of equipment to Splinter Company for $200,000
under an installment sale contract. Splinter made a $60,000 cash down payment on Tulyl, 2010 and
signed a 4-year, 11% note for the $140,000 balance. Sprinter Company made four equal annual
payments of $45,125 to repay the principal and interest, starting July 1, 2011, through July 1, 2014.
The equipment could have been sold at an established cash price of $200,000. The cost of the
equipment to Menachem was $150,000. The present value factor of an ordinary annuity of $1 at
11% for 4 periods is 3.1025. Circumstances are such that the collection of the installments on the
note is reasonably assured.

Required:
Prepare the current and long-term receivable sections of the statement of financial position for

Menachem Inc. at December 31, 2010 to reflect above transactions,

5. (8 points) Polluter Corporation Case

Polluter Corp. (the “Company®), operates three manufacturing facilities in the UK. The Company
manufactures various household cleaning products at each facility, which are sold to retail customers. The
UK. government granted the Company emission allowances (“EAs™) of varying vintage years (i.c., the

years in which the allowance may be used) to be used between 2010 and 2030. The Company has a fiscal
year end of December 31,

As background, in an effort to control or reduce the emission of pollutants and greenhouse gases, governing
bodies typically issue rights or EAs to entities to emit a specified level of pollutants, Each individual EA has
a vintage year designation. EAs with the same vi_ntage year designation are fungible and can be used by any
party to satisfy pollution control obligations. Entities can choose to buy EAs from, and sell EAs to, other

entities. Such transactions are typically initiated through a broker. At the end of a compliance period

participating entities are required to either (1) deliver to the governing bodies EAs sufficient to offset the
entity's actual emissions or (2) pay a fine.

The Company currently emits a significant amount of greenhouse gases because of its antiquated
manufacturing facilities. The Company plans to upgrade its facilities in 2014, which will decrease
greenhouse gas emissions to a very low level. On the basis of the timing of the upgrade, the Company
currently anticipates a need for additional EAs in fiscal years 2010-2014. However, upon completion of the
upgrade, the Company beliéves it will have excess EAs in fiscal years subsequent to 2014 because of
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reduced emissions as a result of the upgrade. The Company entered into the following two separate
transactions in fiscal year 2010, which will impact the Company’s results as presented in the statement of
cash flows.

1. To meet its need for additional EAs in fiscal years 2010-2014, on April 2, 2010, the Company spent $3
million to purchase EAs with a vintage year of 2012 from Clean Air Corp.

2. In an effort to offset the costs of the April 2, 2010, purchase of 2012 EAs, the Company sold EAs with a
vintage year of 2016 to Dirty Chemical Corp. for $2 million.

Required:
(1) What is the appropriate classification in the statement of cash flows in the Company’s December 31,

2010, financial statements for its purchase of 2012 EAs from Clean Air Corp.? (No points will be
awarded without articulating your rationale for the appropriate classification.)

(2) What is the appropriate classification in the statement of cash flows in the Cdmpany’s December 31,
2010, financial statements for its sale of 2016 EAs to Dirty Chemical Corp.? (No points will be
awarded without articulating your rationale for the appropriate classification.)

6. (204) AFwW A MEA/L » FLHREL -
(D. F2ARK2EMARE—FIE  RRZFET > TR AR 53920, 000 » Hfo4a b K btde T

B ©3 X3 % X4 %
BERBEIRAL $ 200,000  $400,000  $ 300,000
W ERTHEHAAA 600,000 400,000 0

BT AAHRARTTEFTWERTI| TRUARRS  RIBAE BEERRFS I TRER?

(2). 228 X951 A1 8 BHE—REEARLE - HF £k Rm42860,000 s ~%E - B85 R0
BA$240,000  fhetat A ERANS - BAM - 20D HIEAH R RH T MR RAEE A
108 FTAABRBRTRTRLEEATAE  ABEEL X0 FRITSH SR 2T 0
(Ps.1x=3. 79079 » Ps.1x=4. 35526 » Pr.ux=4. 86842 » Pa,lux=5. 33493)

(3). T8 X2 Fan Bk A& R E N MFAASI500, 000 - Fst 44 B4 28600, 000 > X2 £MRH A AL
$15, 000~ #] & A & %13, 000 #2318 4k £ £$35, 000 X2 FREBRE ST E D AMME 53515, 000 »
HsT - B35 45588, 000 - 2 T 2 5] M4k &b B TRAERFIZIAE » A X2 £RFABHE
HRE AR FRUELTEZNERMASL T ?

(4). R2AF X2 F BB AWZTHLT

R ARA R B (R e £35) $ 900, 000

HEREM ARG 850, 000
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7. (10 5) BAGR X6 £ h4d £ £ X6 SRAMFAMASHMAEERALE  HH A M
HERLHRESRERA - R FEYHE LA E A 2 AREERATRR AR LT

X1 X8 X9 X10
ARERBEHR $ 80, 000 $100, 000 $120, 000 $160, 000
RRT R AR . 4 (30, 000) (38, 000) ol -

B 2+ 8 X6 F2 A3 ML F B 26% » 2 AUEH X6 SRR TE3TIRIB A X8 FAMPMEIT A 1Th- % B
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8. (204) A& XT %‘—Jw:#i%@'#&f?&ﬁfﬁ%m 2B WIRA 5 0 B dimH Pk b ki
e MENETREFZYBAALT

pMEHE hdkms
X6 %A $ 800,000 $ 750,000
X6 4 300, 000 261, 000
X7 % 320,000 300, 000

SAARKE £ TA 1 B8R AAS100, 000 LHREF SIS0 B 154 & - XT FBRRILRAR
R mASE ARTEAES  BAM  RAALENE - ZATHLT !

(1) XTHER X6 5 E %2 8 2 k7154 4% £$210, 000 £$200, 000 -
(2)  X5412 A 31 BHRZI4% 9 B4 481, 000,000 -
3 X7 #& X6 4 B 5 318 # A A1$250, 000 &$200, 000 -
4 %»f?ﬁﬁ TR AR 30% -
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