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is 50,000 Franc. Exchange rates for Franc in US dollar are as follows:

Dale Spot

Rate

Fonvard Rale

(to January 31, 20tZ)
December 1, 2016 $1.00 $1.08
December31,2Ol6 1.10 1.17
January 31, 2017 1.15 1.15

Company closes the books and prepares financial statements on December 31.

the olive oil was received on December 1,2016, and payment was made on

(05 Marks)

pany, a U.S.-based importer of specialty oljve oil, placed an order with a foreign
r for 500 cases of olive oil at a price of 100 Franc per case_ The total porchase

ary 31, 2017. There was no attempt to hedge the exposure to foreign exchange
Prepare journal entries to accounl for thrs import purchase.

liico (a U.S.-based company) forms a who y owned s,lsiOiary in lt"ty 1tt t"o; on
ber 31, 2015. On that date, Multico invests $1,000,000 in exchange for all of the

subsidiary's capital stock. civen the exchange rate of €1.00 = $1.00, the jnitiat capital
investment.is €1,000,000, of whjch €600,000 js immediately invested in inventory and
lhe rcmainder is hetd in cash. Thus, ltalco begins operations on January i, 2016 with
stockholders' equitli (net assets) of €1,000,000 and net monetary assets of €400.000.
Italco's beginning balance sheet on January .j, 2016 is shown below.



Assets

Cash

lnventory

ITALCO

Beginning Statement of Financiat position

January i,2016
€ Liabitities and Equity

400,000 Capital stock

600.000

il0a,000

During 2016 ltalco purchased property and equjpment, acquired a pi
additional purchases of inventory, primarily on account. A five-year loan
to help finance the purchase of equipment. Sales were made, primarjly on
expenses were incuffed. lncome after taxes of €g25,000 was generaled Iof€325,000 declared on December 1,2016.

Financial statements for 2016 (in euros) are as follows

lncome Statement

2016

Retained earnjngs, 1/1/201 6
Net income,20.16

Less: Dividends, 1/12l2016
Retained earnings 31 / 1 2/2O1 S

sales €

8,000,00c
Cost of goods sold 6,000,000
Gross profit 

2,ooo,0o0
Selling and admjnistratjve expenses 500,000
Depreciation expense | 

200 0oo
Arrortjzation expense

20.000
lnterest expense j 80,000
lncome before income taxes j,100.000
Jncome taxes

Net income 
275 aao

82q,000
a

Statement of Retained Earnings

20t 6

0

825,000

(325.0001

qSo@



receivable

c!rent assets

and equiPment

Required:

a. Translate Financial

". Method.

bi. Translate Financial

Nlethod.

Statement of Financial Position

December 31,2016

€ Liabilities and Equity

550,000 AccountsPayable

600,O00 Total current liabilities

800.000 Long-term debt

1,950,000 Totalliabilities

2,000,000 Capitalstock

Retained earnings

€

330.000

330,000

2.000.000

2,330,000

1,000,000

500,000
:Accumulated

depreciation

net

assets

Rlidih-n patent was acquired, February '1, 2016

Avercge 2016

Raie wf,en dividends were declared, December 1,2016

verage lor the month of December

December 31, 2016

(200,000)

80,000

3'q?0,0!0 Total Liabjlities and Eqtrity 3330-000

is carried at first-in, first-out (FIFO) cost, ending inventory was acqulred

y throughout lhe month of Decernber'

exchange rates are as follows

Statements 6fltalco into US dollar bY

$1.00

applying Current Rate

(O7 Marks)

by applying' TemPoral

(08 Marks)

(Total 20 Marks)

t'

Statemenis of ltalco into US dollar

uary 1, 2016

@uired and long-term debt was

lncurred, January 15, 2016



02 i. \Mat is a financia future contract? How does it differ from a forward

ii. What are the four maln steps
statements? Why, at each step,

a s;ngle-country analysis?

rn

is anaiysis in a cross-border cojrtext mq!

doing a blsiness strategy anaiysjs

t

Bay City Rollers Inc., a U.S. company, has a branch located in Sao Anloni0

As an employee on the financial staff of Multjnational Enterprises, you are

three-person team that is assigned to examtne the firancial feasibililv of
wholly owned manufacturing subsidiary in the Czech Republic. you ar€ I0

appropriate hurdle (discount) rate with which to conducl a
analysis. Li$t all the parameters you would consider in measur ng yout
of capital (discount rate).

in the Eahian lslands. The foreign source rncome from the Sao
$150,000, and the foreign source income from the Bahian lsland branch
The corporate tax tates in Sao Antonio, the Bahian lslands, and the l.lnllr

30 percent, 24 percent, and 35 percent, respectively

Required i

Deterrnine Bay City Rolters, (a) U.S. foreign tax credit and (b) net ll.S.
related to ihese foreign sources of income.

Sorocaba Company is tocated in a highly inftationary country and in;
IAS 29 prepares financjal statements.pn a general purchasing power (lnll
basis through reference to changes in the general price index (Gpl). The
the following transactions ,nvolving machinery and equi$nent in its iirst

03. i

operations:

i"5
January 15 20tb

Transaction Cost

I 
r:lru1r. ro, ru'
llarch 20, 4015 Purchase Machine y l-$ 55p00

Purchase Machine X I Oeo,ooo

Purchase lvachrne z h't:cl"o0o
December31.2015

April 15,20'16

December 31, i016
Sold Machine X



Balance Sh6ets

Assets/ Liabilities 1t1t2016 31t12t2018

Cash and receivables $20,000 $35,000
Fixed assets, net $50,000 $45,000
Total $70,000 $80,000
Payables $15,000 $15,000
Contflbuted capital $55,000 $55,000
Retained earnings $10,000
Total $70,000 $80,000

the amount that would be reported as

with IAS 29 on the December 31, 2015,

sheets of the company.

Company lnc. begins operations on January i,
cialstatements for the year ended December 31,

machinery and eqLlipment in

and December 31, 2016, in the

{02 Marks)

2016. The company's unadjusted

2016, appear as followsl

lncome Statement, 2016

Revenues $50,000
ueprectatton $ (5,000)

Other expenses $ (35,000)

lncome
$10,000

Revenues and expenses occur evenly th.oughout the year; revenues and other
expenses are realized in terms of monetary assets (cash and receivables).

General price indexes for 2016 are as fo]lows :

1t1t2016 100

Average 2016

31t12t20't6

Required:

120

'150

a. Calculate Doner Company's 2016 purchasing power gain
monetary items.

or loss on net

(04 Marks)
b. Determine Doner Company's 2016 income on a general purchasing power basis

(ignore income taxes).

(04 Marks)



l . Describe IOSCO'S work on

and iniljal listings by foreign

around the world?

harmonizing disclosure standards for cross-

issuers Why is this work important to secu

04. i

!!.

Accounting ffay be

auditing. What are

suggest alternatiVe

viewed as having three components:

the advantages and disadvantages

classifications that miqht be useful?

measurement, d

of this cla

What contemporary factors are contibuting to the internationalization of

accounting?

iii. Outsourcing process for HewletFpackard's (Hp,s) production of the p

described below.

lndle

5

ahin6

Australid

5

Ialrvan

4

rl
\[igipore iiousicrl

2
! P', pdll. .l,.ld ke:
L ldea for lt4i15C sitar!.eci ir Stnqapor€
2 fon{ept app$ved i}r Houston ,"t._

3. fo.rept de5ign re{orn-:ed l. Sing.rp;Ie
4 Eng:ree' 19 d* q- a1d rr,td m trL.rflL,e jn d"'t tr
5 I na dlp-ir I r Au\t1rl a F n.t rd.r d-d \,nqaoo,r Mrfi nes p oou(ed

- ahina, and bdo rold in iocal markets; r.ichiEe, i$embled in silrgrpoe
' Sor]lheasi A1n

Figurei Outsourcing process for Hev/lett-packard's prolianli!

Required:

ldentify the various aocounting and related issues that mighi arise in

production chain of HP.



differences in accounting practice better explained by culture or by

and legal factors? Why?

(05 Marks)

(Total 20 Marks)

the major accounting classifications in the wodd? What are the distinguishing

each model?

(05 Marks)
is to develop accounting standards that are harmonized with intemational

Wilat examples are there that Chinese accounting standards are consistent
class" practices?

Global Reporting lnitiative?

(05 Marks)

(05 Marks)

in Corporate Social Reporting (CSR)otivates firms in many countries to engage

(05 Ma*s)
(Total 20 Ma*s)


