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MID TERM EXAM 2011/2012 

FINANCIAL ACCOUNTING 1 

Team Teaching 

Monday, 7 November 2011 

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 (20%) – Multiple Choice 

1. What is the objective of financial statements according to the IASB’s Framework? 

a. To prepare and present a balance sheet, an income statement, a cash flow statement, 

and a statement of changes in equity. 

b. To prepare and present comparable, relevant, reliable, and understandable information 

to investors and creditors. 

c. To provide information about the financial position, performance, and changes in 

financial position of an entity that is useful to a wide range of users in making economic 

decisions. 

d. To prepare financial statements in accordance with all applicable Standards and 

Interpretations. 

2. Decision makers vary widely in the types of decisions they make, the methods of decision 

making they employ, the information they already possess or can obtain from other sources, and 

their ability to process information. Consequently, for information to be useful there must be a 

linkage between these users and the decisions they make. This link is 

a. relevance. 

b. reliability. 

c. understandability. 

d. materiality. 

3. Accounting information is considered to be relevant when it 

a. can be depended on to represent the economic conditions and events that it is intended 

to represent. 

b. is capable of making a difference in a decision. 

c. is understandable by reasonably informed users of accounting information. 

d. is verifiable and neutral. 

4. Which of the following is an ingredient of reliable? 

a. Predictive value. 

b. Timeliness. 

 



c. Neutrality. 

d. Feedback value. 

5. Financial information does not demonstrate consistency when 

a. firms in the same industry use different accounting methods to account for the same 

type of transaction. 

b. a company changes its estimate of the salvage value of a fixed asset. 

c. a company fails to adjust its financial statements for changes in the value of the 

measuring unit. 

d. none of these. 

6. When information about two different enterprises has been prepared and presented in a similar 

manner, the information exhibits the characteristic of 

a. relevance. 

b. reliability. 

c. consistency. 

d. none of these. 

7. Erin Company applies the same accounting treatment to similar events from period to period.  

Erin Company is exhibiting which of the following qualities as described by the International 

Accounting Standards Board’s (IASB’s) Conceptual Framework? 

a. Verifiability. 

b. Consistency. 

c. Predictive value. 

d. All of the choices are correct. 

8. The International Accounting Standards Board (IASB) defines one of the 5 elements as follows: 

“the residual interest in the assets of the entity after deducting all its liabilities” Which element 

matches this description? 

a. Retained earnings. 

b. Income. 

c. Equity. 

d. All of the choices match this definition. 

9. Which of the following is an implication of the going concern assumption? 

a. The historical cost principle is credible. 

b. Depreciation and amortization policies are justifiable and appropriate. 

c. The current-noncurrent classification of assets and liabilities is justifiable and signify-

cant. 

d. All of these. 

10. The assumption that a business enterprise will not be sold or liquidated in the near future is 

known as the 

a. economic entity assumption. 

b. monetary unit assumption. 

c. materiality assumption. 

d. none of these. 

11. Which of the following basic assumptions of accounting (used by the International Accounting 

Standards Board) makes depreciation and amortization policies justifiable and appropriate? 

a. Materiality. 

b. Reliable 



c. Relevance. 

d. Going concern. 

12. When should an item that meets the definition of an element be recognized, according to IASB’s 

Framework? 

a. When it is probable that any future economic benefit associated with the item will flow 

to or from the entity and the item has a cost of value that can be measured with 

reliability. 

b. When it is probable that any future economic benefit associated with the item will flow 

to or from the entity. 

c. When the element has a cost or value that can be measured with reliability. 

d. When the entity obtains control of the rights or obligations associated with the item. 

 

13. Generally, revenue from sales should be recognized at a point when 

a. management decides it is appropriate to do so. 

b. the product is available for sale to the ultimate consumer. 

c. the entire amount receivable has been collected from the customer and there remains 

no further warranty liability. 

d. none of these. 

14. The accounting principle of expense recognition is best demonstrated by 

a. not recognizing any expense unless some revenue is realized. 

b. associating effort (expense) with accomplishment (revenue). 

c. recognizing prepaid rent received as revenue. 

d. establishing an Appropriation for Contingencies account. 

15. Which of the following are benefits of providing financial information? 

a. Potential litigation. 

b. Auditing. 

c. Disclosure to competition. 

d. Improved allocation of resources. 

16. Issuance of common stock for cash affects which basic element of financial statements? 

a. Revenues. 

b. Losses. 

c. Liabilities. 

d. Equity. 

17. Under International Financial Reporting Standards (IFRS) supplementary information 

a. May be information that is high in relevance but low in reliability. 

b. May include explanations of uncertainties and contingencies. 

c. May include descriptions of accounting policies and methods. 

d. All of the choices are correct regarding supplementary information. 



18. The IASB’s conceptual framework includes a cost-benefit constraint.  Which of the following best 

describes the cost-benefit constraint? 

a. The benefits of the information must be greater than the costs of providing it. 

b. Financial information should be free from cost to users of the information. 

c. Costs of providing financial information are not always evident or measurable, but must 

be considered. 

d. All of the choices are correct. 

19. The IASB’s conceptual framework includes a materiality as an ingredient of relevant.  Which of 

the following is true regarding this ingredient? 

a. The IASB’s rule for materiality is any item under 5% of net income is considered 

immaterial. 

b. Materiality factors into both internal and external accounting decisions. 

c. An item is immaterial if its inclusion or omission would influence or change the 

judgment of a reasonable person. 

d. All of the choices are correct. 

20. The IASB’s conceptual framework  

a. Includes the concept of prudence or conservatism which means when in doubt, choose 

the solution that will be least likely to overstate assets or income. 

b. Excludes the concept of prudence or conservatism because it is inconsistent with 

neutrality, which encompasses freedom from bias. 

c. Includes the concept of prudence or conservatism which means when in doubt, choose 

the solution that will be least likely to understate assets or income and/or overstate 

liabilities or expenses. 

d. Includes the concept of prudence or conservatism as a desirable, but not required, 

quality of financial reporting information. 

 

QUESTION 2 (20%) – Comprehensive Income Statement 

The following information was taken from records of SHINING CORPORATION for the year 2010.  

 

Gain on sale of office building        $ 95,000 

Loss from discontinued operation        $ 72,000 

Selling expense          $ 300,000 

Rent Revenue          $ 50,000 

Cost Of Goods Sold         $ 950,000 

General and administrative expense       $ 275,000 

Sales           $ 1,800,000 

Dividend Revenue         $ 25,000 



Loss from impairment of account receivable      $ 15,000 

Unrealized holding gain on available for sale equity securities (net of tax)  $ 60,000 

Fixed assets revaluation surplus (net of tax)      $ 30,000 

Interest expense         $ 36,000 

Cash dividends declared on ordinary shares      $ 50,000 

Share capital – ordinary ($10 par)       $1,000,000 

 

Required: Prepare in a good form a comprehensive income statement using single statement 

format (including the earnings per share) for the year 2010. Assume a 30% tax rate. 

 

QUESTION 3 (20%) - Inventory 

Toko Wijaya Elektrindo sells various home appliances, including two types of TVs: flat screen and 

plasma. The inventory data of TVs shown below is available for the month of October 2011.  

 

(in Rp‘000) 

TV-Flat Screen TV-Plasma

 Units 
 Price per 

Unit 
 Units 

 Price per 

Unit 

Inventory at Sep 30 100        4.000Rp     Inventory at Sep 30 150        8.500Rp     

Purchases: Purchases:

Oct 10 200        4.500Rp     Oct 3 500        9.000Rp     

Oct 20 250        4.750Rp     Oct 12 300        9.500Rp     

Oct 30 150        5.000Rp     Oct 21 450        10.000Rp   

Sales: Sales:

Oct 15 200        5.400Rp     Oct 18 700        10.800Rp   

Oct 25 300        5.700Rp     Oct 29 550        11.400Rp    

 



PART A (10%) 

a. Assume WijayaElektrindo uses a periodic inventory system under first-in, first-out (FIFO) 

method. Determine the cost of ending inventory at October 31 and the cost of goods sold 

(COGS) for October. (4%) 

b. Assume WijayaElektrindo uses periodic inventory system under average cost method. 

Determine the cost of ending inventory at October 31 and the cost of goods sold (COGS) for 

October. (4%) 

c. Assume you need to compute a current ratio for WijayaElektrindo. Which inventory method 

(FIFO or average cost) do you think would give you a more meaningful current ratio? Explain 

briefly. (2%) 

 

PART B (10%) 

In addition to the above information, due to a downturn in the economy, Wijaya Elektrindo expects 

TV-Plasma prices from October 31 onward to be considerably different (and lower) than at the 

beginning of and during October. Wijaya has developed the following additional information:  

 

(in Rp’000) 

TV-Flat Screen TV-Plasma

Expected selling price 6.000Rp     Expected selling price 11.200Rp   

Cost to sell 200Rp        Cost to sell 700Rp        

Cost to complete 300Rp        Cost to complete 1.500Rp     
 

 

a. Wijaya uses periodic FIFO accounting method (use your answer from Part A). Determine the 

rupiah amount that WijayaElektrindo should report on its October 31 statement of financial 

position for inventory of TVs. Assume Wijaya applies LCNRV at the individual product level. 

Prepare the adjusting entries using allowance account. (2%) 

b. Repeat question (a) but assume Wijaya applies LCNRV at the major group level, which is TVs. 

(2%) 

c. Which one of the two approaches above (individual product level or major group level) for 

applying LCNRV do you think gives the financial statement reader better information? 

Explain briefly. (2%) 

d. Assume that during November, the NRV of TV plasma rebounds to Rp10.600.000. Briefly 

describe how Wijaya’s November financial statements changed with respect to its inventory 

remaining from October 31 under US-GAAP vs IFRS. (2%) 

e. Refer to Question (d), prepare adjusting entries under IFRS, if any, to record the NRV 

recovery of TV plasma if Wijaya applies LCNRV at the individual product level. Use your 

answer from Question (a). (2%) 

 



QUESTION 4 (20%) - Receivables 

Part 1 (10%) 

ABC Corporation has the following receivables classified into individually significant and all other 

receivables (In million).  

 

 

 

 

 

 

 

 

 

 

 

ABC determines that PT A’s receivable is impaired by Rp 25.000.000 and PT D’s receivable is totally 

impaired based on their Present Value of the expected cash flow. Both PT B’s and PT C ‘s receivables 

are not considered impaired individually but they are considered to be current. ABC also determines 

that all other receivables have been grouped into the bucket according to their ages. ABC applies a 

different percentage based on past experience to determine the percentage of impairment: 

Age 

Percentage 

Estimated to be 

impaired 

Current  4% 

1 - 30 days  16% 

31 - 60 days   33% 

61 - 180 days  60% 

181 - 365 days  90% 

> 365 days  100% 

 

Significant

PT A 40,000Rp                   

PT B 100,000Rp                  

PT C 60,000Rp                   

PT D 50,000Rp                   

Total 250,000Rp     

All other Receivables

Current 250,000Rp                  

1 - 30 days 50,000Rp                   

31 - 60 days 50,000Rp                   

61 - 180 days 50,000Rp                   

181 - 365 days 50,000Rp                   

 > 365 days 50,000Rp                   

Amount 500,000Rp     

Total 750,000Rp     



Compute the loss on impairment ABC will suffer on December 31, 2011. What journal entries should 

be made to record this loss? 

 

Part 2 (10%) 

On 1 January 2011, PT FGH receives a Rp 1,500,000,000 four-year note, bearing interest at 12% 

annually, in exchange for cash. The market rate of interest for a note of similar risk is 10%. 

Unfortunately, during 2011, PT KLM experienced financial difficulty. On 31 December 2011, even 

though PT KLM manages to pay all of the accrued interest, PT KLM informs PT FGH that the rest of 

the interests and the principal amount of the note can only be paid 75%. PT FGH has enough 

objective evidences to determine that the note has been impaired. 

 

PV Single Sum 10%, 4 period 0.68301 PV Ordinary Annuity 10%, 4 period 3.16986 

PV Single Sum 10%, 3 period 0.75132 PV Ordinary Annuity 10%, 3 period 2.48685 

 



Instructions: 

1. Provide the schedule of effective interest method  

2. Calculate the amount of impairment loss of and the end-of-year value after impairment of Notes 

Receivable  

3. Prepare the necessary journal entries to record transactions of Trade Receivable and Notes 

Receivable, including the impairment  

 

QUESTION 5 (20%) – Statement of Financial Position 

Instructions: Prepare a Statement of Financial Position as of December 31, 2010 

 

PT Bolibos Diaz 

Statement of Financial Position 

December 31, 2010 

   Cash and Cash Equivalent 

 

? 

Short term Investment 

 

? 

Accounts Receivable (net) 

 

? 

Prepaid Expenses 

 

? 

Inventory 

 

? 

   Property, Plant and Equipment ? 

 Accumulated depreciation ? ? 

   Long term Investment 

 

? 

Intangible Assets 

 

? 

Total Assets 

 

? 

   Accounts Payable 

 

? 

Notes Payable 

 

? 

Salary and Wages Payable 

 

? 

Interest Payable 

 

? 



Deposits received from customers 

 

? 

Accrued expenses 

 

? 

   Bond liabilities due January 31, 2020 

 

? 

Total Liabilities 

 

? 

   Share Capital-Ordinary 

 

700,000 

Share Premium-Ordinary 

 

50,000 

Retained Earnings 

 

610,220 

Total Equity 

 

? 

Total Liabilities and Equity 

 

? 

   The following information that you need to complete the above statement of financial position. 

1. Sales on account during the year is 3,053,081, and the credit terms is 2 weeks.Assuming that all 

customers paid on time as per credit terms. 

2. Purchase of inventory during the year is 2,125,825 and beginning of inventory is 346,429. 

Inventoryis recorded on the book at end of the year is 511,713, but based on physical 

examination is  489,713.Loss of inventory is charged to Cost of Good Sold.Purchase of inventory 

during the year is on account, and the credit term is 1 month.Assuming the company always pay 

on time and beginning balance of its Accounts Payable is 176,000. 

3. Freight dan Transportation cost which have not been paid is 12,030. Utilities expense which 

have notbeen paid is 8,350. 

4. Administration expense which have been paid is 248,593, and it is included prepaid insurancefor 

16,253. 

5. The usefull life of Property, Plant and Equipment of 1,100,800 is 10 years, these assets have 

beendepreciated for 2 years and this year is  the 3rd year.The Equipment of 300,000, which has 

been depreciated for 2 years, is sold for 411,410 at end of year.At end of the year, company 

purchase the new equipment of 600,000 and the usefull life is the same. 

6. Note payable of 80,000 with interest 10% pa, due on Desember 31, 2010 and it will be paid 

onJanuary 5, 2011. 

7. Bond Payable of 425,000 which will be due on 2020. Interest is  12% pa and 10% of it, will be 

paid inJanuary 2011. 

8. Sales office salary is paid weekly basis and at the end of the year is not paid for 3 days,  salary 

expense per day is 1,000 and Office Admin salary is 5 days not  paid, cost per day is  500. 

9. In book record that showed Cash is 31,000 but the bank statement showed 41,400. There 

isoutstanding cheques which has been issued but it is not cleared by supplier for 10,000.Interest 

income is not recorded for 400. Petty Cash is 2,000.Cash in safe deposit in the office, which is 

deposit received from customers for 4,380.Travel cheques for 14,000. 



10. Investment in commercial paper which will be maturity of 3 to 12 month for 50,000 

11. Investment in PT Hollywood for 100,000. 

12. Company has a Patent for 100,000 

 

JAWABAN 

 

Question 1 (20%) 

1 C  6 D  11 D  16 D 

2 C  7 B  12 A  17 A 

3 B  8 C  13 D  18 A 

4 C  9 D  14 B  19 B 

5 D  10 D  15 D  20 A 

 

Question 2 (20%) 

 

 

  Sales   1,800,000

Cost of goods sold 950,000

Gross profit 850,000

Selling expenses 300,000

General and Administrative expenses 275,000 575,000

275,000

Other income and expense

Gain on sale of office building 95,000

Rent revenue 50,000

Dividend revenue 25,000

Loss from impairment of receivable (15,000) 155,000

Income from operations 430,000

Interest expense 36,000

Income before income tax 394,000

Income tax (30%) 118,200

Income from continuing operations 275,800

Discontinued operations

Loss from discontinued operations 72,000

Less:  Applicable income tax reduction (30%) (21,600) 50,400

Net income 225,400

Other comprehensive income

Unrealized holding gain on available for sales equity securities (net of tax) 60,000

Fixed assets revaluation surplus (net of tax) 30,000 90,000

Comprehensive income 315,400

Earnings per share:

Income from continuing operations

($275,800 ÷ 100,000) 2.76

Loss from discontinued operations, net of tax ($50,400 ÷ 100,000) 0.50

Net income  ($225,400 ÷ 100,000) 2.25

SHINING CORPORATION

Statement of Comprehensive Income 

For the Year Ended December 31, 2010



Question 3 (20%) 



Question 4 (20%) 

Part 1 

 

 

 

 

 

 

 

 

 

 

 

Dr. Loss on Impairment 230.900 

Cr.   Account Receivable 230.900 

 

Part 2 

Schedule of effective interest method: 

 

Face Value of the Note   Rp 1,500,000 

Present Value of the Principal 

 $1,500,000 x 0.68301 (PV SS,10,4) Rp       1,024,515  

Present Value of the Interest 

 12% x Rp1,500,000 x 3.16936  570,485  1,595,000 

 Difference – Premium on Notes   Rp 95,000 

 

  

Individual Signifikan, Spesifik

PT A (= Rp 40 - Rp 25) 15,000Rp      

PT D (= Rp 50 - Rp 0) 50,000Rp      

Individual Signifikan, Collective

PT B 100,000Rp       

PT C 60,000Rp         

Sub Total (4% x Rp 160,000) 160,000Rp       6,400Rp        

Individual Not Significant, Collective

Current (4% x Rp 250,000) 10,000Rp         

1 - 30 days (16% x Rp 50,000) 8,000Rp           

31 - 60 days  (33% x Rp 50,000) 16,500Rp         

61 - 180 days (60% x Rp 50,000) 30,000Rp         

181 - 365 days (90% x Rp 50,000) 45,000Rp         

 > 365 days (100% x Rp 50,000) 50,000Rp         

Sub Total 159,500Rp     

Loss on Impairment 230,900Rp     



  

 Cash 

Received 

 Interest 

Income 

 Amort 

Premium 

 Carrying  

Value 

1/1/2010       1,595,000 

12/31/2010 180,000 159,500 20,500 1,574,500 

12/31/2011 180,000 157,450 22,550 1,551,950 

12/31/2012 180,000 155,195 24,805 1,527,145 

12/31/2013 180,000 152,855 27,145 1,500,000 

 

Assessment of impairment on 12/31/2010: 

Carrying Amount of the Note   Rp 1,574,500 

Present Value of the Principal 

 75% x $1,500,000 x 0.75132 (PV SS,10,3) Rp 845,235 

Present Value of the Interest 

 75% x 12% x Rp1,500,000 x 2.48685  335,725  

End of year value, after impairment    1,180,960 

 Loss on Impairment   Rp 393,540 

 

2. Journal Entries: 

 

01/01/2010 

 Notes Receivable  .................................................................................  1,595,000 

  Cash .........................................................................................   1,595,000 

 

12/31/2010 

 Cash ……………….. ...................................................................................  180,000 

 Notes Receivable  .................................................................................   20,500 

  Interest Income .......................................................................   159,500 

 



12/31/2010 

 Loss on Impairment  .............................................................................  393,540 

  Notes Receivable  ....................................................................   393,540 



 

PT Bolibos Diaz

Statement of Financial Position

December 31, 2010

Cash and Cash Equivalent 51,780

Short term Investment 50,000

Accounts Receivable (net) 117,426

Prepaid Expenses 16,253

Inventory 489,713

Property, Plant and Equipment 1,400,800

Accumulated depreciation 240,240

1,160,560

Long term Investment 100,000

Intangible Assets 100,000

Total Assets 2,085,732

Accounts Payable 177,152

Notes Payable 80,000

Salary and Wages payable 5,500

Interest payable 13,100

Deposits received from customers 4,380

Accrued expenses 20,380

Bond liabilities due January 31, 2020 425,000

Total Liabilities 725,512

Share capital-Ordinary 700,000

Share Premium-Ordinary 50,000

Retained earnings 610,220

Total Equity 1,360,220

Total Liabilities and Equity 2,085,732

1. Sales on account during the year is 3,053,081, and the credit terms is 2 weeks.

Assuming that all customers paid on time as per credit terms.

                                     2/52 x 3,053,081 117,426 Accounts Receivable

2. Purchase of inventory during the year is 2,125,825 and beginning of stock is 346,429, and inventory is recorded on the book

at end of the year is 511,713, but based on physical examination is  489,713. Loss of inventory is charged to 

Cost of Good Sold.

                 Result of physical examination 489,713 Inventory

Purchase of inventory during the year is on account, and the credit term is 1 month. Assuming the company

always pay on time and beginning balance of its Accounts Payable is 176,000.

                                   1/12 x 2,125,825 177,152 Accounts Payable

3. Freight dan Transportation cost which have not been paid is 12,030. Utilities expense which have not been paid is 8,350

12,030

8,350

20,380 Accrued expenses

4. Administration expense which have been paid is 248,593, and it is included prepaid insurance for 16,253.

16,253 Prepaid expenses

5. The usefull life of Property, Plant and Equipment of 1,100,800 is 10 years, these assets have been

depreciated for 2 years and this year is  the 3rd year. 

                                    1,100,800/10 x 3 330,240

                                       300,000/10 x 3 -90,000

240,240 Accumulated Depreciation

The Equipment of 300,000, which has been depreciated for 2 years, is sold for 411,410 at end of the year. 

And at end of the year, company purchase the new equipment of 600,000 and the usefull life is the same.

1,100,800

-300,000

600,000

1,400,800 Property, Plant and Equipment

6. Note payable of 80,000 with interest 10% pa, due on Desember 31, 2010 and it will be paid on January 5, 2011

80,000 Note Payable

                                         80,000 x 10% 8,000 Interest Payable (1)

7. Bond Payable of 425,000 which will be due on 2020. Interest is  12% pa and 10% of it, will be paid in January 2011.

425,000 Bond Payable

                             425,000 x 12% x 10% 5,100 Interest Payable (2)

8. Sales office salary is paid weekly basis and at the end of the year is not paid yet for 3 days, salary expense per day is 1,000 

and Office Admin salary is 5 days not  paid yet, cost per day is  500.

3,000

2,500

5,500 Salary and Wages payable

9. In book record that  Cash is 31,000 but the bank statement showed 41,400. There is outstanding cheques

which has been issued but it is not cleared by supplier for 10,000. Interest income is not recorded for 400. Petty Cash is

2,000. Cash in safe deposit in the office, which is deposit received from customers for 4,380. Travel cheques for 14,000.

31,400

2,000

4,380 Depopsit received from customers

14,000

51,780 Cash and Cash Equivalent

10. Investment in commercial paper which will be maturity of 3 to 12 month for 50,000

50,000 Short term investment

11. Investment in PT Hollywood for 100,000.

100,000 Long term investment

12, Company has a Patent for 100,000

100,000 Intangible Assets



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


