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Chapter 0 - Course Material  
 
1. 
   

Inventory should be stated at 

Lower of cost and fair value. 

Lower of cost and net realizable value. 

Lower of cost and nominal value, 

Lower of cost and net selling price. 

2. 
   

FIFO inventory equals 

LIFO inventory + LIFO reserve. 

LIFO inventory + price adjustments. 

LIFO inventory – LIFO reserve. 

LIFO inventory – FIFO reserve. 

3. 
   

IAS 16 requires that revaluation surplus resulting from initial revaluation of property, plant, and 
equipment should be treated in one of the following ways. Which of the four options mirrors the 
requirements of IAS 16? 

Credited to retained earnings as this is an unrealized gain. 

Released to the income statement an amount equal to the difference between the 
depreciation calculated on historical cost vis-a-vis revalued amount. 
Deducted from current assets and added to the property, plant, and equipment. 

Debited to the class of property. Plant, and equipment that is being revalued and 
credited to a reserve captioned "revaluation surplus”,- which is presented under 

"equity." 

4. 
   

An impairment loss that relates to an asset that has been revalued should be recognized in 

Profit or loss. 

Opening retained profits. 

Revaluation reserve that relates to the revalued asset. 

Any reserve in equity. 

5. 
   

The classification of a lease as either an operating or finance lease is based on 

The length of the lease. 

The transfer of the risks and rewards of ownership. 

The minimum lease payments being at least 50% of the fair value. 

The economic life of the asset. 

6. 
   

"Bill and hold" sales, in which delivery is delayed at the buyer's request but the buyer assumes title 
and accepts invoicing, should be recognized when 

The buyer makes an order. 

The seller starts manufacturing the goods. 

The title has been transferred but the goods are kept on the seller's premises. 

It is probable that the delivery will be made, payment terms have been established, 
and the buyer has acknowledged the delivery instructions. 



7. 
   

IFRS prohibits use of ______________________ to account for long-terms construction contracts. 

The completed-contract method. 

The percentage-of-completion method. 

The zero profit method. 

The stage of completion method. 

8. 
   

“Value in use” is 

The market value. 

The present value of expected future net cash flows over the remaining useful life 
of the asset. 
The higher of an asset's fair value less cost to sell and its market value. 

The amount at which the asset is recognized in the balance sheet. 

9. 
   

IAS 36 applies to which of the following assets? 

Inventories. 

Financial assets. 

Assets held for sale. 

Property, plant, and equipment. 

10. 
   

What is the objective of financial statements according to the Framework? 

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. 
To prepare and present a balance sheet, an income statement, a cash flow 
statement, and a statement of changes in equity. 
To prepare and present comparable, relevant, reliable, and understandable 
information to investors and creditors. 
To prepare financial statements in accordance with all applicable Standards and 
Interpretations. 

11. 
   

Which of the following is not a qualitative characteristic of financial statements according to the 
Framework? 

Understandability. 

Materiality. 

Comparability. 

Relevance. 
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