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UNIVERSITAS INDONESIA 

FACULTY OF ECONOMICS & BUSINESS 

 

FINAL EXAM 

FINANCIAL ACCOUNTING 1 

Team Teaching 

Thursday, 16 December 2013 

09.00 – 12.00 (3 hours) 

 

This exam is CLOSED BOOKS; usage of financial calculator is allowed 

Always provide calculation on every step of your answer 

Provide your answer in a clear and readable form 

 

 

Question 1  (25%) 

On 1 October 20X0, an entity purchased Machine A for $600,000, including $50,000 refundable 

purchase taxes. The purchase price was funded by raising a loan of $605,000 (including $5,000 loan 

raising fees). The loan is secured against the machine with interest rate 10% per annum. 

In October 20X0 the entity incurred costs of $20,000 in transporting the machine to the entity’s site 

and $100,000 in installing the equipment at the site. At the end of the equipment’s 10-year useful life 

the entity is required to dismantle the machine and restore the land upon which the factory is build. 

The present value of the cost of dismantling the equipment and restoring the land is estimated to be 

$100,000. 

In December 20X0 the entity’s production staff were trained in how to operate the new machine. 

Training costs included: cost of an expert external instructor amount to $7,000 and logistics for the 

training amounted to $3,000.  

The equipment was ready for use on 1 January 20X1.  

 

(1) What is the cost of the machine at initial recognition, identified by element of cost.   

 

On 1 January 20X1, the management decided to use cost model for its machines and estimated the 

useful life of the machine as 10 years with residual value as nil. Furthermore, management believed 
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that the straight-line method reflects the pattern in which it expects to consume the machine’s future 

economic benefits.  

At the entity’s 31 December 20X3 financial year-end management’s assessments of the machine 

changed. It now estimates the useful life of the machine as 7 years (measured from the date of 

acquisition) and its residual value as $56,000. Management continues to believe that the straight-line 

method reflects the pattern in which it expects to consume the machine’s future economic benefits. 

(2) How must the entity account for the revised assessment of the machine in the year ended 31 

December 20X3? 

 

On 1 January 20X4, because of the change in market and economic condition, the market price of this 

type of machine increase significantly, therefore the management change the model used and decided 

to use revaluation model for its machine. Based on valuer report, the management determined the 

fair value of the machine is $700,000.  

The estimated the useful life of the machine remain the same as determined at year end 20X3, with 

residual value of $100,000. Furthermore, management continues to believe that the straight-line 

method reflects the pattern in which it expects to consume the machine’s future economic benefits. 

 

(3) How must the entity account for the changed to revaluation model in the year ended 31 

December 20X4 (including depreciation expense for the year)? 

 

Question 2 (20%) 

1. What are the differences between property held for rental classified as investment property and 

property held for rental classified as property, plant and equipment? 

2. On July, 1, 2013, a property stated at revalued amount of Rp 500.000.000 (originally used as its 

own) has been leased out to derive rental income. Revaluation surplus recognised for the property 

was Rp 30.000.000 while property’s fair value at July, 1, 2013 should be Rp 550.000.000.  

Instructions: 

a. What is the accounting treatment for this transfer? 

b. Prepare the journal entries on July, 1, 2013. 
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Question 3 (25%) 

Part A (15%) 

The following transactions involving intangible assets of PT Minimi occurred in 2013:  

1. PT Minimi spent Rp 6 billion developing a new manufacturing  process (economic viability not 

achieved). PT Minimi has applied for a patent, and it believes that its application will be 

successful. 

2. PT Minimi acquired PT Minimo which after the acquisition become Division Z. PT Minimo had 

an unrecorded research and development project with a fair value of Rp 2 billion. Before PT 

Minimi acquisition,  PT Minimo incurred Rp 3 billion on this  R& D in process but the cost had 

not been recognized in PT Minimo Statement of Financial Position  since the project had not 

meet the recognition criteria under PSAK 19. One month after the acquisition Division Z 

incurred development cost for the project amounted to Rp 1 billion. At that date the project 

still has not meet the recognition criteria under PSAK 19. 

3. PT Minimi purchase an enterprise management system with accounting software. The total 

purchase cost are Rp 1 billion for the system and Rp  0.5 billion for the license (renewable 

every 5 years). The system is installed in a set of server and user computer that should be 

purchased by PT Minimi at a separate cost. The purchase cost of the server and computers is 

Rp 0.5 billion.  

4. PT Minimi paid PT Kreatif Laboratories Rp 0.5 billion for research and development work 

performed by PT Kreatif Laboratories under contract for PT Minimi. The benefit are expected 

to last six years.  

5. After the installation of enterprise management system, PT Minimi has invested around Rp 

0.7 billion to train all its employees and to enhance corporate image. According to PT Minimi 

such expenditure is an investment in intangible assets. 

6. PT Minimi develops a new manufacturing process. It has registered this process and obtained 

a patent on the process. PT Minimi incurred a total of Rp 2 billion in researching, 10 billion in 

developing the new manufacturing process (5 billion incurred after the general recognition 

criteria and six specific recognition criteria were met), and 0.5 billion for obtaining the patent.  

In addition PT Minimi spent Rp 0.7 billion to market the process that was patented. 

Instructions:  

For each transaction:  

1) Analyze whether the expenditures can be capitalized as intangible asset (provide a theoretical 

explanation; refer to definition and recognition criteria of intangible assets based on PSAK 19 )   
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2) Prepare the accounting journal entry 

 

Part B  (10%) 

At the end of 2014, PT Minimi is performing an impairment test on its division Z (previously PT Minimo) 

which has operated at loss in the second and third quarter of 2014.  PT Minimi has ascertained that 

the division as a cash generating unit sustain a value in use of  Rp 15 billion and a proposed acquisition 

offer a purchase consideration of Rp 14 billion. 

The carrying amount of the asset of the division Z  as follows:    

 Carrying   

(in million rupiah) amount  

Goodwill 1,500  

Property, plant and equipment 5,500  

Intangible assets at amortized cost 5,400  

Investment property, at amortized cost 1,500  

Financial assets, at fair value 2,170  

Trade receivables, at amortised cost   2,000            

 18,070    

 

PT Minimi can also determine the fair value less cost to sell of investment property, and it is Rp 1.3 

billion. 

Instructions: 

Determine the impairment loss of PT Minimi Division and allocate the impairment loss to individual 

asset. In addition please prepare the accounting journal entry for the impairment.  

 

Question 4 (15%) 

Part A (7 points) 

The following story which appeared on Reuters.com on 31 October 2013 is about how Rockstar, a 

consortium that won the auction to acquire assets of Nortel (a telecommunication company that went 
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bankrupt), is filing lawsuits against companies that are using the technologies which Rockstar claims 

as parts of Nortel’s portfolio of assets. 

Google, Samsung, Huawei sued over Nortel patents 

(Reuters) - The group that owns thousands of former Nortel patents filed a barrage of patent lawsuits 

on Thursday against cell phone manufacturers including Google, the company it outbid in the Nortel 

bankruptcy auction. 

Rockstar, the consortium that bought the Nortel patents for $4.5 billion, sued Samsung Electronics Co 

Ltd, HTC Corp, Huawei and four other companies for patent infringement in U.S. District Court in Texas. 

Rockstar is jointly owned by Apple, Microsoft, Blackberry, Ericsson and Sony. 

Google is accused of infringing seven patents. The patents cover technology that helps match Internet 

search terms with relevant advertising, the lawsuit said, which is the core of Google's search business. 

A Google spokesman declined to comment. Representatives for Samsung, Huawei, HTC and Rockstar 

could not immediately be reached. 

Samsung, Huawei and HTC all manufacture phones that operate on Google's Android operating 

system, which competes fiercely with Apple and Microsoft mobile products. 

 

Instruction: Based on the information given in the article, state whether Google should recognize a 

liability towards Rockstar in its upcoming Statement of Financial Position as of 31 December 2013.  

Support your answer by providing the conceptual considerations. 

Part B (8 points) 

May Wong Corporation reports in the current liability section of its statement of financial position at 

December 31, 2012 (year-end), short term obligation of USD2,000,000, which includes USD500,000 

current portion of a 10% long term debt (matures in March 2013).  Management has stated its 

intention to refinance the current portion of the 10% long term debt whereby it will mature in 2014.  

The financial statement is issued on 31 March 2013. 

Instruction:  

a. Explain the conditions in which May Wong Corporation should reclassify the current portion 

of the 10% long term debt to non-current liability section. 

b. If May Wong Corporation issues ordinary shares to the public in January 2013 and 

management intends to liquidate the current portion of the 10% long term debt with the 

proceeds of the share issue, state whether May Wong Corporation can reclassify the debt into 

non-current liability section? 
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Question 5 (15%) 

PT GRANINDO provided a defined benefit pension plan for its employee. The following are information 

related to the pension programe as of 31 December 2013: 

(a) Current Service Cost for year  2013 is Rp 450 juta 

(b) Estimated avarage remaining services of employee is: 10 tahun 

(c) Benefit paid during 2013:  Rp 465 juta 

(d) Contribution paid during 2013 Rp 315 juta 

(e) PVDBO 1 January 2013 is Rp 33 Milyar and as of 31 December 2013is  Rp 37,5 Milyar. 

(f) Fair Value of plan assets as of 1 January 2013 : Rp 31,5 Milyar and as of 31 December 2013 is 

Rp 36 Milyar  

(g) Net accumulated Unrecognized Actuarial Gains/Losses as of 1 January 2013 ia Rp 3,78 Milyar 

and  as per 31 December 2013 is Rp 3,9 Milyar  

(h) Past Service Cost which is incurred during year 2013 is Rp 1,725 Milyar and assume all are 

vested. 

(i) Discount rate and expected return on plan asset are as follows: 

 

1 Januari 2013  31 Desember 2013 

 Discount rate            5%              6% 

            Expected Return on 

                 Plan Asset            7%   8% 

 

PT GRANINDO used 10% Corridor Testing to recognise actuarial gains and losses. 

Instructions: Prepare the following: 

a. Reconsiliation of PVDBO  

b. Calculation of Actuarial Gains/Losses 

c. Reconsiliation of PVDBO to Liability recognised in Statement of Financial Position  

d. Reconsiliation of expense component recognised in Statement of Profit and Loss   
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ANSWERS 

1.a. 

 

 

 

 

b.  

 

 

 

c.  

 

 

 

 

 

2. a. The differences are: 

 The using of asset. On property investment, renting the asset isn’t main operating activities, 

while on PPE, the renting asset is the main operating activity for the owner. 

 The generating Cash Flow. On property investment, there is an independence of generating 

cash flow, where the asset doesn’t need a significant additional cost in order to be ready to 

rent. Therefore, the existence of property investment is independent from other assets.  

While on PPE, there is going to be a significant additional cost so the asset can be ready to 

rent. 

 The service charge. On property investment, there is no need for providing service or the 

company may provide insignificant service for the asset. While on PPE, there is a significant 

service for the asset in order to be ready to rent. 

 

 

 

 

 

 

Depreciation 49,000          

Book Value 203,000       

Fair Value 700,000       

Unrealized Gain 497,000       

New Depreciation 200,000       

Journal:

Depreciation Exp-Machine 200,000       

Acc Depr-Machine 200,000              

Depreciation per year 84,000          

Depreciation until 31 Dec 20x3 588,000       

Book Value, Dec 31 20x3 252,000       

Residual value, new 56,000          

Estimated life, new 4 years

Depreciation new 49,000          

Purchasing Price 600,000       

Cost of borrowing 5,000            

Actual Interest (3/12)*600000*10% 15,000          

Freight in charge 20,000          

Installation charge 100,000       

Dismantling Cost 100,000       

Total initial cost 840,000       
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b.  

 

 

 

 

 

 

 

 

 

 

3.  PART A   

1 Recorded as expense since it hasn't met economic viability 

 RnD Expense               6,000,000,000   

 Cash                6,000,000,000  

    

2 Recorded as Expense since it hasn't met the criteria under PSAK 19.  

 
Only the amount 1 billion incurred and recorded as expense development cost, while 2 billion is 
unrecorded and it happened beyond the period. 

 RnD Expense                       1,000,000   

 Cash                        1,000,000  

    

3 
Capitalized the system as intangible asset, since it gives economic benefit and has no physical 
substance 

 Intangible Asset               1,500,000,000   

 Cash                1,500,000,000  

 Server and Computer (PPE)                   500,000,000   

 Cash                    500,000,000  

    

4 Capitalized as intangible asset since it has met economic viability 

 Intangible asset                   500,000,000   

 Cash                    500,000,000  

    
 
 
 

5 
 
Recorded as expense since it doesn’t give economic viability. 

 Training expense                   700,000,000   

 Accounts Payable/Cash                    700,000,000  

    

6 Capitalized the developing cost after general recognition and the cost for obtaining patent. 

Known:

Rev. Surplus Property 30,000            

Revalued Property 500,000          

FV 550,000          

Transfer from PPE to Property Investment

a. Accounting Treatment.

FV Property Investment 550,000          

Revaluation Surplus (from investment) 50,000            

Revaluation Surplus (from property) 30,000            

Net of Revaluation Surplus 80,000            

b. Journal

Property Investment 550,000,000 

PPE 500,000,000        

Revaluation Surplus 50,000,000          
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 While the cost for researching, cost for developing before recognition, and cost for marketing 

 are recorded as expense   

 Intangible asset               5,500,000,000   

 Cash                5,500,000,000  

    

 RnD Expense               7,000,000,000   

 Marketing Expense                   700,000,000   

 Cash                7,700,000,000  
 

PART B   

BV Assets    18,070,000,000   

Recoverable amount    15,000,000,000   
Since BV is greater than recoverable amount, then there's an impairment amounted 
3,070,000,000 

   

Attributable (in million)  Amount   Percentage  

PPE                       5,500  33.19% 

Intangible Asset                       5,400  32.59% 

Investment property                       1,500  9.05% 

Financial Assets                       2,170  13.10% 

Trade Receivables                       2,000  12.07% 

Total                     16,570    

   

Loss on impairment      3,070,000,000   

Goodwill     1,500,000,000  

PPE         521,122,511  

Intangible asset         511,647,556  

Investment property         142,124,321  

Financial Assets         205,606,518  

Trade Receivable         189,499,095  
 

4. A liability can be estimated if it requires all the following criteria: 

 The entity has present obligation as consequence of past event 

 Probably can cause cash outflow (probable means any possibility which is greater than 50 

percent) 

 The amount of probable cash outflow must be reliable estimated 

From that case, we know that Google was sued by Rockstar and there’s a possibility that Google may 

lose and cause the cash outflow. However, there is no reliable estimation how much Google should 

budget. Besides, there is a big probability there will be no present liability caused from that case 

until the end of period, since the story appeared on 31 October. Therefore, Google may only disclose 

it as contingent liability because there is still a possibility of cash outflow, though it can’t be reliable 

estimated. 
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PART B 

a. May Wong Corporation may reclassify it when it requires the following criteria: 

 There is a strong intention that May Wong wants to refinance it 

 Therefore, May Wong issued long term liabilities before period end 

 Or there is an agreement that both parties agree that the term of obligation extended, but 

the agreement must be approved before period end. 

b. No, May Wong still can’t reclassify it. The current portion will stay as short term liabilities. The 

case only tells us that the current portion will be settled by shares ordinary, which is part of equity. 

Therefore, it doesn’t need to reclassify the current portion into non-current liabilities 

5. Assume that the obligation is funded. Because the answers below are using the latest PSAK 24, 

and there is no actual return on plan asset stated, assume the actual return is got by using this 

formula (see on Kieso Vol. 2): 

Actual Return = (Ending-Beginning) - (Contribution-Benefit) 

 

 a. It’s better to say compute the ending of PVDBO and FV plan asset, not to reconcile it  

 

 

 

 

 

 

 

 

b. Actuarial Gain/Loss 

Actuarial Gain (RoA)      3,075,000,000  

Total      3,075,000,000  

  
c. PVDBO to Liability recognized in Statement of Financial Position. Remember the assumption of funded 
obligation, so the amount of recognized liabilities is= PVDBO-FVPA. 

PVDBO    35,250,000,000  

FVPA    34,425,000,000  

Recognized Liabilities          825,000,000  

  

d. Expense Components stated in Statement of Financial Position 

Current Service Cost          450,000,000  

Net interest cost            75,000,000  

Past Service Cost      1,725,000,000  

Total      2,250,000,000  
 

PVDBO, Jan 1 33,000,000,000  

Current Service Cost 450,000,000        

Net interest cost 75,000,000          

Past Service Cost 1,725,000,000    

PVDBO, ending 35,250,000,000  

FV Plan Asset, Jan 1 31,500,000,000  

Contribution 315,000,000        

Benefit (465,000,000)      

Actuarial gain (RoA) 3,075,000,000    

FVPA Ending 34,425,000,000  
Nb:

Interest Cost = (PVDBO-FVA) X Disc. Rate Beginning

(33,000,000,000-31,500,000,000)x5% = 75,000,000                 

Actual Return= (36,000,000,000-31,500,000,000)-(315,000,000-465,000,000) = 4,650,000,000    

RoA = Actual Return-(FV Asset x Disc rate) = 3,075,000,000           


