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Quiz # 3
Circle the right answer (or provide an answer) for the following questions:

1. Which of the following is not included in the cost of property, plant and equipment according to IFRS?
A. initial delivery and handling costs
B. installation and assembly costs
C. administration and general overhead costs
D. estimated costs of dismantling and removing the asset
2. The information provided below is related to equipment owned by Collier Company at December 31, 2007.

Cost ………………………………………………………
$7,500,000

Accumulated Depreciation ………………………………………2,000,000

Expected future net cash flows (undiscounted)…. ………………3,000,000

Value in use; Expected future net cash flows (discounted)………2,700,000

Fair value less costs to sell………. ……….………………………2,500,000

Remaining useful life of asset 3 Years


What is the impairment loss for Collier Company under IFRS as of 12/31/07?

A. 3,000,000
B. 2,800,000

C. 2,700,000
D. 2,500,000

E.
0

3. Unlike IFRS, US GAAP permits but does not require depreciating the significant components of an asset separately. 
A. True
B.  False
4. Under IFRS, an asset is impaired when what value is less than the asset’s carrying amount?

a. Expected future cash flows, undiscounted

b. Net selling price

c. Recoverable amount

d. Value in use
5.
Jones Company purchased a building on January 1, 2006 for $15 million. As of December 31, 2009 the accumulated depreciation on the building was $4 million. Assuming Jones Company intends to revalue the building to its current fair value of $18 million; by what amount should the company credit its revaluation surplus?

a. 0

b. 3,000,000

c. 4,000,000

d. 7,000,000

e. 10,000,000
6.
Which of the following standards allows entities to choose between expensing and capitalizing borrowing costs incurred during the construction of a manufacturing plant?

a. US GAAP

b. IFRS

c. Both standards offer the choice
d. Neither US GAAP nor IFRS offer the choice
7. 
According to IFRS, entities can measure property, plant and equipment subsequent to initial recognition by using the

A. Cost model
B. Revaluation model

C. Either the cost or revaluation model


D. Selling price model
8.
Both US GAAP and IFRS are similar with respect to recording the profit or loss related to disposal (sale) of an asset such as equipment.

A. True

B. False

Use the following information for providing answers to the next 2 questions:
The following information relates to land owned by Connor Company which has adopted the revaluation model for its property, plant and equipment purchased during 2006.
Cost $100,000

Fair value at 12/31/06 120,000

Fair value at 12/31/07 90,000

9.
What is the journal entry Connor Company will record on 12/31/06 to adjust the carrying amount of the land to fair value?

10.
What is the journal entry Connor Company will record on 12/31/07 to adjust the carrying amount of the land to fair value?
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