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Financial Accounting and Reporting 3 (AACT3123) (Set A) CONFIDENTIAL
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This question paper consists of FOUR (4) questions. Please answer ALL questions in the
answer booklet.
[60 MARKS]

QUESTION 1 (15 Marks)

On 1st January 2022, Keshu Bhd. purchased a quoted bond at a cost of RM X. Transaction
costs amounted to RM 2,420. The bond pays a fixed coupon interest of 8% per annum and is
redeemable at its nominal value by the issuer on 1st January 2027 amounted to RM 100,000.
Keshu's business model objective for managing the bond changes and the conditions for
classification as at amortised cost are met.

On 1st January 2024, the market price of the bond on this date is RM 85,000. The decline in the
market value of the bond is due mainly to a downgrade in the credit quality of the issuer.
Meanwhile, Keshu decided to change its business model objective to manage the instrument for
fair value changes rather than collecting contractual cash flows, hoping for a buoyant market in
the near future.

Required:

a) Explain how Keshu should classify and measure the quoted bond on initial recognition
using the relevant standard. {2 marks)

b) Prepare journal eniries for the bond purchased by Keshu at inception. Detail your workings.
(5 marks)

¢) When the business model is changed on 1st January 2024, explain how Keshu shall apply
the relevant standard in terms of ‘accounting treatment. Prepare journal entries on 1st
January 2024 with detailed workings. (6 marks)

d) Subsequent to the business model change, is there an interesi expense or interest income
recognized in Keshu's statement of profit or loss? (2 marks)
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QUESTION 2 {10 Marks)

On 1 January 2023, Sakinah Berhad entered into a lease to acquire a machine. The cash price
of the machine would have been RM 132,000. The [ease agreement specified that the company
would make four lease payments, each of RM45,303, starting from 31 December 2023. The
interest rate implicit in the lease was 14% per annum. Sakinah Berhad prepares accounts to 31
December each year.

Reguired:

a) Explain the definition of a lease using the relevant standard, and the fests that must be
undertaken to ensure that the contract entered is a lease arrangement. (2 marks)

b) Prepare a schedule for lease liability using the template below. (4 marks)

Lease Liability
Opening | Interest | Lease | Closing
balance | expense | payment | balance
Year RM RM RM RM
0
1
2
3
4
5

¢) Prepare journal eniries for Sakinah for .year 2023 (hint: initial and subsequent
measurements) with detail workings. {4 marks)

QUESTION 3 (15 Marks)

On 1 January 2023, Hezrin Sdn. Bhd. spent RM 200,000 on research and development
activities to create a new software product. In order to complete the development, Hezrin
incurred legal fees of RM 15,000 to regisier a patent for the software. Hezrin believes that the
software has a useful life of 5 years.

Required:

a) State the relevant standard(s) and briefly discuss the accounting treatments for research
and development. {6 marks)

b) Calculate the initial recognition and measurement of the above transaction for Hezrin.
Comment if there shall be subsequent measurement of the above transaction. (4 marks)

¢) Prepare the retevant journal entries with detailed working for the financial 2023 which ends
on December 31. (4 marks)

d) State the impact of the transactions on the relevant financial statements.

3

(2 marks)



Financial Accounting and Reporting 3 (AACT3123) (Set A)
November 2023 Final Examination

QUESTION 4

Priscilla Sdn. Bhd. has a cash-generating unit comprises the following:

RM

{million)
Building 300
Plant 60
Goodwill 100
Inventory 200

CONFIDENTIAL

(10 Marks)

Following a recession, an impairment review has estimated the recoverable amount of the cash-
generating unit to be RM 500 million.

Required:
a) What are the considerations in identifying Priscilla’s cash-generating unit? Briefly discuss.
(2 marks)
b) Complete the template given below with detailed workings. (6 marks)
Carrying amount Impairment loss Carrying amount afier
before impairment impairment
Building
Plant
Goodwill
Inventory
¢) Prepare the relevant journal entries if impairment has been taken place. (2 marks)

*** END OF QUESTION PAPER ***
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